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Abstract

This report articulates the findings of our review of the SDC proposed and adopted
Member Commitment and By-Laws, documenting the relationship between the SDC
and its present and eventual Members, under international standards applicable to
securities depository, clearing and settlement activities.

These standards aim at strengthening capital markets by reinforcing the mutual
obligations between market players arising from a securities transaction, and between
them and the depository, clearing and settlement agency. They address legal risks
present in all depository and settlement activities.

To minimize such legal risks, it is first recommended as essential the relationship
between such agency and its members be documented. Secondly, it must clearly
specify respective and fair rights and obligations of the parties to become and remain
members of the agency and when using its services, thereby preventing time-
consuming and costly litigation standing in the way of efficient settlement, and
enabling market players to operate under common, predictable and standardized
processes. Thirdly, the documentation must be enforceable: parties must be compelled
to abide by it, and it must be upheld if tested by the law, preferably under all
circumstances including Member insolvency and bankruptcy.

We have reviewed the SDC documentation (actual and proposed Membership
Commitment and By-Laws):

Internal Bylaws

Membership and Business Ethics

Securities Depository Center’s Proceeds for 2004

Instructions on the Disclosure of Information Data and
Records for 2003

Registration, Deposit and Settlement for 2004

e Settlement Guarantee Fund for 2004

Our general comments on the SDC documentation are found in the Report, and our
comments on specific provisions are found among those provisions of the
documentation reproduced in the Appendices.

This review indicates the SDC documentation generally meets such standards, for all
current services provided by SDC. We have outlined a few areas in the
documentation, pertaining to both the structure and substance, the SDC may wish to
revisit in due course.

Particularly from the time of their inception, such documents can be expected to
change to reflect experience, practices, adjustments and changes in existing services
and the introduction of new ones, and new policies, international standards and best
practices. It is our opinion the SDC, with the support of its regulator, is best
positioned to determine when further revisions to its documentation are appropriate.
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Compliance of SDC By-Laws with International Best Practice

EXECUTIVE SUMMARY

Background:

The clear, complete and well-conceived documentation of the relationship between a
central securities depository and settlement agency with its Members, is crucial for
two main reasons. It protects it from the huge financial liabilities it can face in
providing depository and settlement services. It also affords market participants and
regulators the transparency and predictability of the agency’s operations, to clearly
know the rights and responsibilities of SDC and market professionals.

The Group of Thirty (G-30), the Bank for International Settlements (BIS), the
International ~ Securities Services Association (ISSA) and the International
Organization of Securities Commissions (I0OSCO) — constantly release and update
recommendations of best practices on documenting this unique relationship. Their
purpose is to improve the efficiency of such services, and to minimize their risks and
costs, in order to increase investor confidence and a capital market’s attractiveness.

Findings:

Subject to appropriate eventual improvements mentioned below, and in light of best
international practices, we found from our review of both adopted and proposed SDC
Member Commitment and By-Laws governing the SDC-Member relationship, that
these SDC documents adequately address the relationship between SDC and its
Members for all current services in all important respects.

Suggested actions:

Based on SDC’s own determination of the appropriateness, for the Jordan capital
market, of applying the various international standards and best practices, and at the
proper time, and with its Members’s cooperation, SDC may wish to consider certain
existing aspects of their relationship that, if modified, should be reflected in the SDC
documentation.

Suggested adjustments to the documentation could include:

- the consolidation of all By-Laws into a single and uniform comprehensive
document, once all By-Laws have been adopted, approved by the
regulator, implemented, and given a period of time to ascertain their
appropriateness, (see an illustration of such consolidation into a single
document, with the proposed table of contents of consolidated by-laws, in
Appendix H);

- the allocation of responsibilities between Members, and the non-liability of
SDC;

- more stringent fines, to deter from mistakes, delinquent practices;

- the possible “formalization” into an advisory group of SDC service users,
of the current “corporate governance” practice of consultation between
SDC and its Members, on existing and proposed By-Laws and operations;

- the possible delegation by the Board of Directors to a specialized Audit
Committee of the Board, constituted of three of its Board members, to
review and dedicate their time and attention, and make recommendations
to the full Board regarding audit, insurance, legal and other risk matters;

AMIR Program



Compliance of SDC By-Laws with International Best Practice

- capturing “due process” procedures to safeguard the rights of SDC and
Members when taking actions affecting membership (amending By-Laws,
suspension, SGF);

- additional discretion to SDC management in utilizing the SGF.

1. Purpose of this Report

In order to assist the Securities Depository Center (SDC) establish itself as a globally
recognized Central Securities Depository (CSD), AMIR Jordan engaged the
Consultant to ensure that the bylaws which govern the SDC adhere to regional and
international standards. The Consultant reviewed existing SDC bylaws that have been
translated to English, and provided written comments on the compliance of these
bylaws with best international practice.

The objective of this consultancy is to deliver a report on compliance of SDC’s
bylaws to international standards.

Prior to his field visit, the Consultant read and commented the Jordan Securities Law,
2002, and reviewed and commented the following SDC By-Laws:

e Internal Bylaws

e Membership and Code of Conduct

e Instructions on the Disclosure of Information Data and
Records for 2003

e Securities Depository Center’s Proceeds for 2004

e Settlement Guarantee Fund for 2004

and initially submitted in draft form such comments, to be considered as preliminary
until a better understanding of the actual context is gathered during the field visit.

In Jordan, between July 25 and August 2, the Consultant received a draft of and
reviewed and commented on the following new document:

e Registry, Depository and Settlement for 2004
The Consultant also interviewed the following individuals to better understand in

context the work specified under this consultancy, and to report on his findings and
seek feedback:

Mr. Samir Jaradat, Executive Manager of the SDC

Ms. Lana Gharaibeh, SDC Legal Department

Messrs. Khush Choksy and Mike Salik, respectively Leader and IT
Consultant of the AMIR Program - Financial Markets Development
Component;

- Messrs. Donald L. Richardson and Jamal Al Jabiri, respectively Senior
Private Sector Advisor and Project Management Specialist-Private Sector, of
the Economic Opportunities Office of USAID.

AMIR Program



Compliance of SDC By-Laws with International Best Practice

The Consultant’s comments in this report can be considered as final. This report
evaluates the SDC bylaws against best international practice, taking into account
the status of Jordan’s capital market.

2. International Best Practices
International standards applicable to clearing, settlement, depository and registry
agencies are numerous: they have initially been set forth some fifteen years ago, and

are periodically revised, as markets around the world and technology evolve.

The main sources of such standards are:

- the Group of Thirty (G-30, at www.group30.0rg)

- the International Organization of Securities Commissions (I0SCO, at
WWW.i05C0.0rQ)

- the Bank for International Settlements (BIS, at www.bis.orqg),

- the International Securities Services Association (ISSA, at
www.issanet.org), and to some extent

- Rules 17f-5 and 7 of the U.S. Securities and Exchange Commission
(under the Investment Companies Act, governing U.S. mutual funds in
selecting a foreign securities depository as their custodian, at
www.aspenpublishers.com/secrules.asp).

Their standards, based on their scope, can be categorized into two sets. One set of
those standards pertains to external and internal services the agency should provide
and perform.

The other set addresses the documentation governing the relationship between the
agency itself, in this instance the SDC, and its Members. This set has two purposes:
protect the agency by limiting the potentially huge liability the agency can incur in
providing clearing and settlement services, and clarify the respective obligations and
rights of the Agency and its Members to avoid any conflict and support the smooth
functioning of the clearing, settlement, depository and registry system in the country.
These risks are commonly referred to as the “legal risks”, as distinct from the
“operational risks”, “financial risks”, “credit risks” and “systemic risks” facing
depositories and settlement systems.

Since this review pertains to SDC’s written corporate and service documentation, our
review focuses essentially on that set of standards applicable to the “legal risks” or the
SDC’s documentation that is currently found in its above-mentioned By-Laws.
However, when our review of the documentation reveals the need to align a service or
a policy with an international standard, mention of it is made.

The essential principles of this set of standards, applicable to documenting the
relationship agency-Members, can be summarized in 10 standards that require, as
much as possible, the documentation (and in certain specific instance the laws as well)
to:

AMIR Program
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10.

foster the prompt and accurate clearance and settlement of trades; the
safeguarding of securities and funds in the custody of the agency; cooperation
with entities involved with the clearance and depository system; the protection
of the public and investors;

include a signed written contract, in standard form, governing the relationship
between the agency and its Members;

bring succinctly to the attention of the Member, and preferable in the contract
rather than in the rules, its main responsibilities, such as contributing to a
guarantee fund, loss allocations, pledge and other financial obligations, netting
of funds and securities, and novation of contractual obligations and of the
parties to a trade, when applicable;

set forth which entities are eligible to become members, and membership
standards;

set forth the standards and policies establishing the relationship, clearly and
unambiguously, to bring transparency and predictability to the processes,
operations, the respective roles and responsibilities of the agency and its
Members, and timeframes;

specify the assets in the custody of the agency are subject only to the
Member’s or investor’s instructions, and to the agency’s reasonable care,
prudence and diligence;

ensure there are no rights of the agency over the assets in the agency’s custody
(lien, pledge), other than in favor of the agency but only to secure the
Member’s financial obligations to the depository, clearing and settlement
systems only, not for the benefit of SDC itself (e.g. its fees);

give Members a reasonable opportunity to have input at the proper levels, in
the decisions of the agency, in policies and operational processes, to also be
documented, and compliance with which must be assured by the agency
through a proper disciplining process, fines and sanctions;

be legally enforceable, which requires that it be entered into by parties who
have proper authority, and supported by legislation that serves, not contradict,
the provisions of the documentation and the purpose and objective of a capital
market’s clearing, settlement, depository and registry system, particularly
vulnerable in a situation of Member insolvency and bankruptcy;

ensure Members are treated fairly and equally, and bear responsibility and be
charged fees, but limited to only the services they actually use.

AMIR Program
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3. Comments on By-Laws:

Detailed comments on the provisions of the documentation reviewed are found in the
Appendices to this report. General notes and comments follow immediately below.

A. Internal Bylaws

The corporate by-laws of a depository do not substantially differ from those of any
other corporation, as they deal essentially with the internal governance by Members,
the Board of Directors and its Committees. There are two exceptions to this statement.

First, as a keeper of funds and securities of Members and investors (and eventually
issuer payment funds), the by-laws could set forth the creation, composition and
mandate of an Audit Committee of the Board of Directors. The Board will retain its
full control and discretion over audit, insurance, legal and other risk-related matters.
The Board merely assigns to the Committee, which becomes a specialized body of the
Board, the responsibility to dedicate appropriate time and attention to review and
consider audit and other risk matters, and to report its findings and conclusions to the
full Board of Directors to take appropriate decisions. The Audit Committee would be
formed of three of the Board members, among those Board members not employed by
the SDC. This ensures the integrity of recommendations of the Audit Committee, who
as Board members represent Members who elected them, and protects SDC
executives from allegations of wrong doings, inaction or other criticism.

Secondly, it is a prime role of a securities depository to service all markets, and the
entire industry, not specific groups. The by-laws could be even more specific in
reflecting the composition of its Membership, or the representation of its industry
groups in the decision making process. We propose a revised quorum provision under
Article 16 F- in the Appendices, that ensures Board members present at a meeting
represent all groups of Members. In this instance, provision is made to ensure at least
one broker Board member is present at a meeting.

These by-laws, with respect to Membership, raise potential varying interpretations
because they must be read and interpreted in conjunction with the Internal By-laws of
the Membership. The by-laws on membership, not the internal by-law, is the
appropriate one to deal with admission and suspension of Members, independently of
or harmonized with the “Internal By-laws of the Membership”.

This issue of interpretation likely results from the dual capacity of a Member, and the
fact membership is mandatory: one must separate the rights of “membership”,
entitling to vote at a general assembly of the SDC, from those “membership”
permitting the use of SDC depository, registry, clearing and settlement services.

B. Membership and Business Ethics

The Membership by-laws could deal specifically with “membership” as permitting the
use of SDC services, separately form the rights of a Member to vote.

AMIR Program
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The By-Laws could also provide for the creation of a user advisory committee to
address operational matters, to ensure enhanced representation of Members in the
Center’s self governance, and to provide SDC some level of assurance the decisions
are for the benefit of the entire system , the market and the Members. This is current
practice at SDC, and since it constitutes excellent “corporate governance”, it would
deserve to be documented.

Additional detailed provisions could also be added, namely as they would pertain to
“due process”, to ensure fair and equal treatment when dealing with an important
decisions affecting the rights and interests of SDC and its Members, or those of a
single Member. We would suggest the procedure to suspend a Member be devised
and documented: it could be taken by management, subject to appeal by the Member
to the Board of Directors and the right to be heard. The fact the legislator made
membership mandatory is an indication of how important it is market players use the
services of, and contribute to the decision making and development process of SDC,
in general assembly or otherwise. Suspension from membership is therefore a very
serious decision, and deserves to be handled in full respect and fairness to a Member,
to all Members, to SDC, and to the national depository, registry, clearing and
settlement system as a whole.

This point is also discussed below, under E-Settlement Guarantee Fund for 2004.

SDC and its Members may wish to consider whether a Member in default or who has
been suspended from a service should still retain the right to vote at a general meeting
and continue participating in the decision-making processes of SDC.

C. Instructions on the Disclosure of Information Data and Records for 2003

These provisions on the secrecy of information kept by the SDC are an excellent
initiative to maintain investor confidence, and preserve both the system and market
integrity.

The principle underlying confidentiality is the depository includes in its
documentation what it and its Members consider confidential and proprietary or not,
in addition to what the law may prescribe as a minimum.

There are four sources of confidential information handled by SDC that deserve to be
considered, declared confidential or not, and then be documented to facilitate
compliance with such requirements:

a) Investor Information: the investor’s financial, account and personal information
known by SDC must be treated like information known by banks, and must be
protected as does “bank secrecy”;

b) Intermediary Member information: the information provided by broker-dealer
and Members generally, or concerning them, belongs to Members: Members’
clients identity is a valuable asset of Members worth being kept confidential from
competing Members. In addition, SDC may obtain investor information from
Members: all investor and Member information deserves to be regarded as
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belonging to investors, or being under the control of its Members, as principals or
investors’ agents.

c) Issuer Member information: issuers disclose to the SDC information that may
be considered confidential, such as a Government or central bank issuer of
securities regarding their operations and statistics, or when issuers coordinate
securities issues or transactions and related operations with the Depository
(underwriting or pre-issue of securities, mergers and acquisitions, take-over or
exchange bids, that could affect trading volumes and price fluctuation, and other
insider information).

d) Depository information: proprietary and licensed information or data, such as
in-house and licensed software, hardware configurations, or the location of
computer processing facilities and certificate vaults, for license or security
purposes, and internal procedures such as disaster recovery and business
resumption plans, require their secrecy and confidentiality to be declared as such
in the By-Laws.

The documentation could benefit from:

- Additional provisions to address routine disclosure matters without requiring
prior approvals;

- Stricter provisions protecting privacy of information;

- Provisions granting protection to SDC’s own confidential information, and

- The SDC obligation of confidentiality towards investors and Members.

D. Securities Depository Center’s Proceeds for 2004

Fee structure and policy are often overlooked, but constitute one of the more
important considerations when examining the role and functioning of a depository
and clearing and settlement agency. These become regulatory considerations as well.

From a regulator and market perspective, the depository, clearing and settlement
agency must be viable, to ensure it will always be servicing the market place, and a
proper fee structure and policy will guarantee it the necessary revenues to operate and
improve services and technology to the market place.

At the same time, the role of such an agency is to work at lowering costs of doing
business in the securities industry for increased market competitiveness. This is
clearly specified in the SDC documentation as well, since it operates on a not-for-
profit basis.

The agency must be self-sustained, so as not to suddenly require Members to
contribute large amounts of funds or pay substantial fee increases to finance specific
needs of the agency (e.g., large capital expenditures such as redevelopment of
software, replacement or additions of computer equipment, new services and systems,
additional personnel, and new or expanded premises), as this could otherwise
adversely impact the financial stability of Members.

AMIR Program
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The SDC fee schedule is well detailed: it covers entrance fees, maintenance or
periodical fees, and transactions fees, for all its Members, in all its current services.

Because it currently operates on a not-for-profit basis, we believe that its fee structure
is currently adequate and not excessive. In time, the SDC may consider alternative fee
structures.

In addition, when the SDC matures and reaches a level of certain financial stability,
the By-Law could include a provision for “rebates” to Members on service fees, when
revenues have exceeded budget and fee policy (contingency fund and other reserves
have been satisfied). Until then, the provision made for contingencies is a safe and
sound policy, and should be maintained and funded. Should the policy of “rebates” be
eventually adopted, distributions should only take place after contingencies and
reserves and all the anticipated needs of SDC have been adequately addressed, in
addition to its then current operational needs.

A depository, clearing and settlement agency must also maintain a balance of fairness,
equity and reasonable allocation among its members, of the costs of providing a
service and the fees it charges them. The entrance fee is currently determined by
capitalization. But for instance, SDC could be processing, for a broker with the
minimum capitalization, the highest number of transactions in its system.

Also, eventually, SDC could specify that for a specific category of Members, such as
a Government entity, an investment fund, fund manager or custodian bank, the value
of assets under custody will serve as the basis for the calculation of their entrance fee,
since Government entities are not capitalized, or their capitalization is irrelevant to the
volume of value of business they generate and process through SDC.

More importantly, an agency must keep in mind brokers are users of services of
clearing, settlement, and transfer of ownership, while custodians are users of the
depository service to maintain securities in client accounts. Fees should be levied on
custodian positions in accounts, otherwise the cost of operating the agency is borne
only or mostly by brokers, and custodians do not pay their fare share of the use of the
agency although they profitably retail their custody services to individual and
institutional investors.

Fees should be reasonably allocated and based on costs (in light of the Center’s
pricing policy, which must include reserves, etc.) and paid by the users of the
services. The various services of an agency should be identified, costed, priced and
charged separately only for the actual use of a service. This would also assist in
containing Members’ responsibilities to those services they actually use.

Fees can also be based on transactions, rather than on value of trades. It is a more
objective criteria, as the cost of settling a trade remains the same for all trades,
irrespective of their value. Consideration should be given to the fact a bond trader’s
profit margin is usually minimal, and an additional cost based on the value of a bond
transaction is usually detrimental to the business of a bond dealer, and therefore to the
development of a secondary bond market.
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A transaction-based fee may also be particularly helpful when market prices are
“down”. Generally, a review of the history of market values and transactions will
assist an agency in selecting a fee structure that will ensure a steady source of
revenues, particularly in “bad times”.

We find the existing fines adequate, but we would suggest to consider increasing them
to serve as a better deterrent from delinquent practices, and maintain discipline in the
depository and settlement processes. This benefits to all Members and the market, as
it reduces risks of delayed settlement, and it compensates SDC for having burdened
its personnel to handle Member failures and distracting them from their normal day-
to-day activities dedicated to perform timely settlements. On a “buy-in” for instance,
is it not uncommon for a depository to impose a flat one time penalty of 50 to 100 %
of the value of the transaction, in addition to the purchase price and transaction fees.
This is aimed at preventing such incident from happening again. A heavier penalty
than the existing one of 1% per day would certainly be justified in the extreme case of
having to resort to the Settlement Guarantee Fund.

Fines can also be used by the SDC to achieve its goals towards meeting market and
regulatory needs, or implementing international standards, such as imposing heavier
penalties on late settlements at the time SDC will deem appropriate to move to the
shorter T+1 settlement date.

E. Registration, Deposit and Settlement of Securities for 2004

This section of SDC’s documentation is more of an operational nature than a
statement of policies of the relationship between SDC and its Members and users.

We would suggest these provisions ensure Members be notified, prior or at the time
of taking of SDC having to take important actions.

The detailed steps taken by SDC to make final and irrevocable settlement could be
further detailed, although a good number of details are already present. Our
Recommendations below provide detailed suggestions.

It would be useful to include a statement to the effect SDC assets held or recorded at
SDC are subject to the instructions of beneficial owners and Members, and that SDC
will carry out such instructions, subject to the By-Laws and user guides, in order to
ascertain SDC has no rights of ownership or management in such assets.

Articles 48 and 59 could eventually be reconsidered, as most markets are re-aligning
their laws to the international standard that specifies the date of ownership as being
no longer the date of execution of the trade on the Exchange, but the settlement date,
and registration of the new owner in the security holders’ registers also as of that date.

F. Settlement Guarantee Fund for 2004

The terms and conditions of the Settlement Guarantee Fund are adequately described
in the By-Laws.

AMIR Program
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We generally find the SDC puts itself under undue pressure in the manner it is
required to use Member contributions in order to complete settlement. It should be
given broader discretionary authority.

Because of a Member default, the SDC would find itself having to complete
settlement within a few hours. This By-Law should grant SDC the discretionary
ability to select how it may use available resources to complete settlement in the
simplest and cost effective manner. In other words, the Fund should be considered as
a sum at the disposal of SDC, not as numerous segregated Member contributions. The
SDC should have authority to use any one single contribution that will enable it to
complete settlement, otherwise numerous bank transactions risk being time
consuming and costly. The SDC could eventually liquidate the defaulter’s position
and reimburse the innocent Member whose contribution was used.

In our specific comment under this By-Law, we suggest SDC be given the right to
pledge or transfer all contributions. This would be useful for SDC to put in place an
arrangement with its banker whereby the bank would provide SDC an immediate cash
advance upon request, on the guarantee of the contributions held by the bank.

Similarly, when using a Member’s contribution to the Settlement Guarantee Fund, by
reason of its default, specific steps of the summary procedure to do so should be
documented, to ensure the Member is treated fairly, is fully notified of its default, and
is given a last opportunity to remedy a default, although we recognize the need for
this procedure to remain simple and very quick to ensure the integrity of the
settlement system. We have proposed such a summary procedure in our specific
comments under the SGF By-Laws.

As mentioned above, the current daily 1% penalty on accessing the SGF could be
much higher in order to deter any Member form being so negligent as to having to
resort to the SGF.

4, Recommendations:

Our comments above contain suggestions we propose to SDC for consideration in an
eventual revision of its documentation. A few points deserve special attention.

1. SDC liability:

The SDC constitutes a pillar of Jordan’s capital market, which explains why SDC is
regulated. The market cannot not bear any interruption in the services SDC provides
to the market, either because of a computer failure or otherwise, and especially not
because of financial difficulties that could be avoided.

To maintain its integrity, SDC deserves to be protected from a one-time large or
numerous small but cumulative financial “shocks”. For this and other reasons
explained here, the SDC should not have any liability, and that should be specified in
the By-Laws.

This is consistent with the fact SDC does not have the capacity to absorb financial
losses, as it is required to operate on a not-for-profit basis, and its mission is to keep
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lowering costs to Members, and therefore revenues to SDC. Under these
circumstances, the liability of SDC is an illusion. Because it is prevented from having
sufficient financial resources to pay claims and awards of damages to Members
granted by judgments, any such payment would require SDC to obtain money from its
Members, either by raising it fees, or pursuant to the Securities Law that requires
Members make good a financial deficit of the SDC. Why ask the SDC to pay damages
to Members and their clients, if those funds come from the Members themselves. It is
not acceptable to Members to be required to pay damages to a competing Member or
its client.

Our point is not to modify the Securities Law on allocating SDC financial losses to
Members, as the current provision is fully justified and meets an international best
practice: it ensures the SDC would survive a financial disaster it cannot avoid. The
point is to extend this policy not only to financial losses of the SDC, but to also cover
losses attributable to SDC operations. SDC must be exonerated from any liability.
Through their representation on the Board of Directors, Members oversee the
management and operations of SDC. It is therefore Members’ individual and
collective responsibility to ensure SDC makes no mistake. If a mistake is made by
SDC in handling a Member’s transaction, that individual Member must absorb it -
from its own profit-making ability — and not claim from SDC. The Board of Directors
and management must see to it SDC takes appropriate corrective measures not to
repeat a mistake. It is the responsibility of Members to assist and work with SDC in
this task.

There are numerous precedents supporting such a non-liability policy: many
depositories — including very mature and large ones — exclude or limit to a strict
minimum their responsibility, whether for a mistake or an omission, be it voluntary or
accidental, willful or negligent. A copy of a rule of a world-leading depository
exonerating it from liability is found in Appendix G.

The purpose of such a policy is to render the depository more robust, from a financial
risk aspect, as it should be from financial, operational and IT aspects as well.

2. Central Counterparty:

The recent trend among depositories is to become a “central counterparty”, enabling
them to fully assume the settlement obligations of their members, irrespective of their
operational or financial conditions at settlement time: a trade is guaranteed to settle.
Achieving this requires a strong infrastructure, solid documentation, and readily
available financial resources from Members. When business needs indicate to SDC it
is time to move towards becoming a central counterparty, Members will have to assist
it in putting in place the infrastructure and providing SDC all the financial support it
requires to fulfill its mandate under the Law. SDC would have to include in its
documentation articulate provisions on “netting” of funds and securities, and
“novation” (concepts already existing in civil law) that will enable SDC to substitute
itself to act both as the buyer and the seller in the course of settlement, so as to
assume the obligation of, and guarantee, making and accepting payments and
deliveries of securities, irrespective of a Member default.
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One test of true Delivery versus Payment is that settlement take place in “central bank
funds”. Settlement banks are selected based on their history of financial and
operational performances, to ascertain their integrity and financial stability. But a risk
remains that any commercial bank can “fail” in meeting its payment obligations.
Banks’ final financial obligations are those calculated at the end of every banking day
by the central bank, to determine their respective obligations to and from other banks
in the country’s banking and payment system. It is only when those obligations are
paid by all banks, through the central bank payments’ system, that payments can be
said to be “final and irrevocable”, and meet the Delivery versus Payment standard. A
central bank, contrary to a commercial bank, cannot fail. This is why “central bank
funds” settlement achieve finality and irrevocability of a securities settlement system.
The settlement of funds by SDC is only final and irrevocable when the central bank
confirms all commercial banks have met their final daily obligations. In some
countries, the central bank will even perform a special settlement cycle during the day
to accommodate the securities settlement system to ensure Delivery versus Payment.

Central banks are reluctant, for obvious risk reasons, to open accounts for brokers and
for depositories as well, although certain mature markets do so to achieve DvP. If
SDC were not permitted to open an account at the central bank, it could require its
Members and the banks to authorize the central bank to accept SDC instructions to the
central bank to credit and debit in the accounts banks maintain at the central bank, the
payments owed and received, and confirm to SDC such debits and credits have been
made, pursuant to methods and times determined jointly by the central bank and SDC
in written procedures.

The steps and conditions imposed on Members and SDC to implement true Delivery
versus Payment would also have to be very specifically and clearly detailed: 1)
Members are under the obligation to ensure payment and delivery are final,
irrevocable, 2) Members will not instruct their banks to cancel or stop a payment, 2)
securities and funds are not credited until respective credits and debits are made,
confirmed by the central bank; 3) settlement cannot be unwound, 4) there are
provisions setting forth the time and event at which settlement is considered final and
irrevocable (for example, the issue of a certain report to Members, the making of
specific entries).

In order to ensure nothing would stand in the way of SDC to complete settlement by
utilizing available and carefully planned and calculated contributions and guarantees,
it would be prudent to ensure the documentation will be enforceable in a situation of
bankruptcy and insolvency. We would suggest SDC and the regulator perform a
review of the specific wording of their existing Securities Law and bankruptcy and
insolvency laws, in light of the G30, IOSCO and BIS standards on these points, and a
comparison of similar laws in other markets (namely with those of the United States,
Canada, and Mauritius with which we are more familiar and found in Appendix 1).
Extracts of these laws are found in the Appendices to highlight how detailed and
specific the provisions should be, thereby meeting the international standard
prescribed to avoid any litigation and settlement delays.
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5. Conclusion:

The SDC, on its own initiative and that of its regulator, has dedicated its resources to
complete substantial work and an important aspect of a depository and settlement
agency: the documentation of its relationship with its Members, users, and of its
operations. This meets international standards.

We have outlined certain possible modifications and improvements to it, in the near
and long-term.

We were also positively impressed by the Executive Manager’s approach to this
effort, and his understanding of the business philosophy of a depository and
settlement agency, and the support he receives from SDC’s Legal Transfers
Department. We have witnessed in many markets the challenge, in the early days of
the agency, of being a leader as is SDC, in improving the market and moving it
towards the implementation of international standards, to standardize operations and
make the market infrastructure more robust and competitive, to attract domestic and
foreign investors.

We would suggest considering giving the SDC all the necessary authority and
financial and operational means it requires in order to fulfill its crucial mandate of
protecting investors and the market by ensuring timely settlement.

For instance, Article 100 should provide the Chief Executive Officer more liberal
discretion in his ability to determine a “delayed” settlement, when necessary for the
protection of the SDC. The CEO already understands the seriousness of not
performing timely settlement, and subjecting or limiting his decision to “exceptional
circumstances” implies his decision could be challenged at the improper moment.

Article 68 is another good illustration of why SDC needs to have all the necessary
resources. Cancellation of a trade is against international standards: it undermines
confidence in the Exchange and the market, and penalizes the innocent party to a
trade. SDC must not be put in such a situation. It must be given the operational and
financial means to settle the transaction to never have to resort to trade cancellation.

It is reasonable to expect Members would be supportive of this approach, as it is to
their benefit, and assist SDC in doing so by contributing their experience, market
knowledge and resources.
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APPENDICES

A. Detailed comments - Internal By-Law of SDC 2004

B. Detailed comments — Internal By-Law of the Membership and Code of
Conduct 2004

C. Detailed Comments — Instructions on the Disclosure of Information Data and
Records for 2003

D. Detailed Comments — Securities Depository Center’s Proceeds for 2004

E. Detailed Comments - Registration, Deposit and Settlement of Securities for
2004

F. Detailed Comments - Settlement Guarantee Fund for 2004

G. Non-liability rule - Canadian Depository for Securities (June 2004)

H. Samples of Table of Contents of SDC services documentation

l. Excerpts from bankruptcy laws of the USA, Canada, Mauritius

J. Sample Audit Committee mandate
K. Sample User Advisory Committee provisions
L. Sample wording of a transferable and irrevocable standby letter of credit

M. Draft “Initiation Package for Members of the Board of Directors”
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Appendix G. Non-liability rule - Canadian Depository for Securities (June 2004)

4.2. CDS LIABILITY AND INDEMNITY
4.2.1 No Liability of CDS Except to Participants

In no event shall CDS be liable to any Person other than a Participant with respect to
the operation of the Services (including any client or customer of a Participant, any
Person on whose behalf a Participant was acting in any capacity, or any other Person
claiming through or against such Persons).

4.2.2 Insurance

CDS shall maintain insurance in the amounts and providing the coverage determined by
the Board of Directors (not including the Executive Committee). The insurance policies
or contracts pursuant to which such insurance is provided shall be open to inspection by
any Participant at the registered office of CDS during normal office hours on any day
that is a Business Day at the location of the registered office. If there is a reduction in
the amount or coverage of the insurance, which CDS considers material, CDS shall give
notice to Participants of the reduction.

4.2.3 CDS Liability for Participant Loss

CDS shall be liable to its Participants for any Participant Loss, subject to the limitations
set out in Rules 4.2.5 and 4.2.9. A "Participant Loss" means any loss, damage, cost,
expense, liability or claim suffered or incurred by a Participant, other than a Loss of
Securities, which arises from a Participant's participation in a Service, but only to the
extent such was caused or contributed to by any act or omission of CDS or of any
director, officer, employee, contractor or agent of CDS done while acting in the course
of office, employment or service or made possible by information or opportunities
afforded by such office, employment or service. Neither DTC nor NSCC shall be
considered to be an agent of CDS for purposes of this Rule 4.2.3. Notwithstanding the
foregoing acceptance of liability, CDS shall not be liable to a Participant for any
Participant Loss in respect of which that Participant is required to make indemnification
pursuant to Rules 4.1, 10.2 or 10.5.

4.2.4 CDS’s Liability for Loss of Securities

This Rule 4.2.4 applies only to CDSX and dces not apply to the Cross-Border Services.
On request by a Participant, CDS shall deliver to the Participant the Securities held by
CDS for the Participant as shown in the records of CDS for the Participant's Securities
Accounts. The obligation of CDS to deliver Securities to a Participant is subject to the
terms of issue of the Securities and to any restrictions, constraints or conditions on
withdrawals imposed in accordance with the Rules, to the security interests granted
pursuant to the Rules and to the rights of a Surety to the transfer of Securities from the
Participant.

CDS shall be liable to its Participants for a Loss of Securities, subject to the limitations
set out in Rules 4.2.5 and 4.2.9. A "Loss of Securities" means any circumstance in
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which CDS would be unable to deliver in accordance with the foregoing to all
Participants all Securities held by CDS far them, including:

(a) the theft, destruction or mysterious disappearance of any certificate or other
instrument evidencing Securities;

(b)  the determination that any Security is a Defective Security; or

(c) the determination that the registration of any Security in the name of CDS, a
Nominee, a Custodian or a nominee of a Custodian, is invalid, improper,
defective, subject to any adverse claim or privilege or cannot be effectively and
rightfully transferred.

Notwithstanding the foregoing acceptance of liability, CDS shall not be liable to any
Participant for any Loss of Securities in respect of which that Participant is required to
make indemnification pursuant to Rule 4.1.

4.2.5 Limitation of Participant Recovery

The maximum total amount payable by CDS to all Participants for any Participant Loss
or Loss of Securities shall be the net amount recovered by CDS from its insurers or any
other Person in respect of the Participant Loss or Loss of Securities. In the event aof a
Participant Loss or Loss of Securities, CDS shall make a claim under any applicable
policy of insurance and against any Person responsible for the Participant Loss or Loss
of Securities, if CDS considers it commercially reasonable to make such a claim.

4.2.6 Payment from Reserves

If the payment made by CDS to Participants pursuant to Rule 4.2.5 is less than the
amount required to make good the total Participant Loss or Loss of Securities suffered
by Participants, then the Board of Directors in its absolute discretion may elect to
allocate all or any portion of the retained earnings and contingency reserves of CDS to
make good all or part of the Participant Loss or Loss of Securities. The Board of
Directors shall make such determination taking into consideration the best interests of
CDS and of all Participants, and the need to preserve the integrity of all the Services. If
more than ane Participant is affected by a Participant Loss or Loss of Securities, the net
amount allocated by CDS shall be allocated to each Participant in the same proportion
that each Participant’'s own share of the Participant Loss or Loss of Securities is of the
total Participant Loss or Loss of Securities.

4.2.7 Date and Time of Loss

In the event of any Participant Loss or Loss of Securities, CDS shall calculate each
Participant's proportionate share of the total loss. The Board of Directors, acting
reasanably in the best interest of CDS and of Participants generally, shall fix the
effective time on the effective date for the determination of the amount of the Participant
Loss or Loss of Securities and for the calculation of proportionate shares.
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4.2.8 Proportionate Share of Loss
(a) Generally

If more than one Participant is affected by a Participant Loss or Loss of Securities, the
net amount recovered by CDS shall be pro-rated so that the amount payable to each
Participant shall be in the same propaortion to the total amount payable to all Participants
that each Participant's own Participant Loss or Loss of Securities is of the total
Participant Loss or Loss of Securities.

(b) Loss Of Securities

As provided by Rule 6.4.6, Securities held for Participants and identified by the same
Security ldentifier form a fungible bulk, such that any unit of such Security is the
functional equivalent of any like unit of that Security. For the purpose of determining a
Participant's proportionate share of a Loss of Securities, each Participant shall be
deemed to have at the effective time on the effective date an interest in each
registration, certificate or other instrument evidencing any Security held in the
Depository Service equivalent to the interest the Participant then has in all registrations,
certificates or other instruments that evidence Securities in the Depository Service
identified by the same Security |dentifier. Therefore, each such Participant shall be
similarly affected by any Loss of Securities that is connected to any registration,
certificate or other instrument. Such interest shall be in the same proportion to the
interests of all Participants as the quantity of that particular Security held for the
Participant by CDS in the Depository Service at the time on the effective date fixed by
the Board bears to the total quantity of that particular Security held for all Participants in
the Depository Service at that time.

4.2.9 Exclusion of CDS Liability

CDS shall not be liable to any Participant for any loss of opportunity, profit, market,
goodwill, interest or use of money or Securities, or any other special, indirect or
consequential loss, damage, cost, expense, liability or claim (in this Rule, a
"consequential loss") suffered or incurred by any Participant arising from any Service,
including a consequential loss arising from or associated with a Participant Loss or a
Loss of Securities. CDS shall not be liable to any Participant for any loss, damage, cost,
expense, liability or claim suffered or incurred by a Participant, which arises from any
action taken by CDS in accordance with a lawful direction given by a Regulatory Body
having jurisdiction over CDS. The amount payable by CDS for any Participant Loss or
Loss of Securities shall be limited to the amount payable pursuant to Rule 4.2.5 and
shall not exceed that amount in any circumstances, including a Participant Loss or Loss
of Securities arising from or in any way connected with a breach (including a
fundamental breach) of the Legal Documents, or a Participant Loss or Loss of
Securities arising from or in any way connected with any negligent or reckless act or
omission of CDS or any fraudulent, negligent, reckless or wilful act or omission or any
director, officer, employee, agent or contractor of CDS, whether or not the possibility of
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such Participant Loss or Loss of Securities was disclosed to or reasonably could have
been foreseen by CDS.

4.2.10 Exclusion of Liability of Individuals

A Nominee, or a partner, director, officer, employee or agent of CDS or a Nominee,
shall have no personal liability to a Participant for any act or omission in relation to the
Services other than liability for a fraudulent act of the individual concerned. The
foregoing exclusion of individuals’ personal liability shall not affect CDS'’s liability for a
Participant Loss or a Loss of Securities.
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Appendix H. Samples of Table of Contents of SDC services documentation
SDC Legal Documentation of Services

| Membership Commitment
Master Membership Commitment for all Services, in standard common
form
Schedules:
— Selection of Services
— Participant Profile
— Certified copy of Applicant’s Board resolution
— Direction to Regulator to access records
— List of Authorized Signatories
— Entrance fees calculation and payment
instructions

1 Service Rules

1 General Rules
1.1  Scope of Application
1.2 Definitions
1.3 Interpretation
1.4 Admission of Participants
1.5  Suspension and Termination
1.6 Operation of the Services
1.7  Records and Reports
1.8  Procedures and User Guides
1.9  Amendment of Rules
1.10 Fees Policy and Charges
1.11 Confidentiality

2 Registry Service Rules

Rule 2.1 Registry Service
2.1.1 Service description
2.1.2 Conversion
2.1.3 Deposit
2.1.4 Accuracy of Issuer data
2.1.5 New issue
2.1.6 Allocation
2.1.7 Corporate actions

2.1.8 Data to Issuer

2.1.9 Update of register
2.1.10 Issuer bound by data

Rule 2.2 Ancillary Services
2.2.1 Keeping registers
2.2.2 Coupon and Entitlements
2.2.3 Security holders communications
ISIN number agency (specific contract)
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Rule 2.3 Pledge of Securities
Pledge Transaction.
Free Delivery.
Types of Pledges.
Pledge Accounts.
Foreclosure.
Release or Removal.
Obligation of SDC

3 Depository Service Rules

Rule 3.1 Service Description and Eligibility
Eligibility.
Security Eligibility.
Transaction Eligibility.
Finality and Irrevocability.
Rule 3.2 Delivery of Securities
Procedure.
Record-entry delivery.
Constructive Delivery.
Settlement Delivery.
Inter-Account Transfers.
Rule 3.3 Securities Lending and Borrowing
Service Description.
Eligibility
Client's Authorization.
Borrowing Procedure.
Deposit of Money with Lender.
Marking to market.
Repayment.
Lender's right to entitlements.

4 Clearing and Settlement Service Rules

Rule 4.1 Services Description and Eligibility
Settlement Services
Participant Eligibility
Security Eligibility
Transaction Eligibility
Settlement Agent
Rule 4.2 Settlement Cycle
Mandatory Settlement: certificated and
book- entry
Consent
Transaction Feed
Clearing Processes
Clearance Selection
Override
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No Restriction

Rolling Settlement Periods
Settlement Date Report
Finality of Settlement

Rule 4.3 Contractual Clearing Service

Reporting.

Correction.

Depository Allocation.
Reconciliation.
Confirmation.

Netting by Novation: contract and
substitution

Settlement Report.
Payment.

SDC Guarantee as Central
Counterpart

Delivery versus Payment.
Net Payment.

Failed Trades.

Rule 4.4 Trade-for-Trade Clearing Service

5 Risk Management Rules

Reporting

Correction

Delay or Delete
Depository Allocation
Reconciliation

Default Confirmation
Settlement Report
Payment

Delivery versus Payment
Net Payment

Participant Representations, Indemnity and
Liability

Premises and network Authorizations and
Access

Smart cards

Risk Management Committee

SDC Insurance, Liability and Indemnity
Liquidity reserve

Trading limit

Settlement Guarantee Fund

Collateral

Buy-in

Audit

Back-up

AMIR Program
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i Operational Procedures and User Guide

v Notices to Participants
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Appendix I.  Excerpts from bankruptcy laws of the USA, Canada, Mauritius

U.S. Liguidation Laws

Sec. 546. Limitations on avoiding powers (continued)...

(e) Notwithstanding sections 544, 545, 547, 548(a)(1)(B), and 548(b) of this
title, the trustee may not avoid a transfer that is a margin payment, as
defined in section 101, 741, or 761 of this title, or settlement payment, as
defined in section 101 or 741 of this title, made by or to a commodity broker,
forward contract merchant, stockbroker, financial institution, or securities
clearing agency, that is made before the commencement of the case, except
under section 548(a)(1)(A) of this title.

Sec. 547. Preferences (continued)

(A) on or within 90 days before the date of the filing of the petition; or

(B) between ninety days and one year before the date of the filing of the
petition, if such creditor at the time of such transfer was an insider; and

(5) that enables such creditor to receive more than such creditor would
receive if -

(A) the case were a case under chapter 7 of this title;

(B) the transfer had not been made; and

(C) such creditor received payment of such debt to the extent provided by the
provisions of this title.

Sec. 547. Preferences.......

(b) Except as provided in subsection (c) of this section, the trustee may avoid

any transfer of an interest of the debtor in property -

— (1) to or for the benefit of a creditor;

— (2) for or on account of an antecedent debt owed by the debtor before
such transfer was made;

— (3) made while the debtor was insolvent;

- (4) made -

(c) The trustee may not avoid under this section a transfer -
— (1) to the extent that such transfer was -

* (A) intended by the debtor and the creditor to or for whose benefit
such transfer was made to be a contemporaneous exchange for new
value given to the debtor; and

» (B) in fact a substantially contemporaneous exchange;

— (2) to the extent that such transfer was -

* (A) in payment of a debt incurred by the debtor in the ordinary
course of business or financial affairs of the debtor and the
transferee;

* (B) made in the ordinary course of business or financial affairs of
the debtor and the transferee; and
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* (C) made according to ordinary business terms;

Sec. 548. Fraudulent transfers and obligations

N CY
— (1) The trustee may avoid any transfer of an interest of the debtor in
property, or any obligation incurred by the debtor, that was made or
incurred on or within one year before the date of the filing of the
petition, if the debtor voluntarily or involuntarily -

* (A) made such transfer or incurred such obligation with actual
intent to hinder, delay, or defraud any entity to which the debtor
was or became, on or after the date that such transfer was made or
such obligation was incurred, indebted; or

+ (b)

» (i) received less than a reasonably equivalent value in exchange for
such transfer or obligation; and

» (i1)(1) was insolvent on the date that such transfer was made or such
obligation was incurred, or became insolvent as a result of such
transfer or obligation;

— (I1) was engaged in business or a transaction, or was about to engage in
business or a transaction, for which any property remaining with the
debtor was an unreasonably small capital; or

— (1) intended to incur, or believed that the debtor would incur, debts
that would be beyond the debtor’s ability to pay as such debts matured.

* (c) Except to the extent that a transfer or obligation voidable under this
section is voidable under section 544, 545, or 547 of this title, a transferee or
obligee of such a transfer or obligation that takes for value and in good faith
has a lien on or may retain any interest transferred or may enforce any
obligation incurred, as the case may be, to the extent that such transferee or
obligee gave value to the debtor in exchange for such transfer or obligation.

* (d)

— (1) For the purposes of this section, a transfer is made when such
transfer is so perfected that a bona fide purchaser from the debtor
against whom applicable law permits such transfer to be perfected
cannot acquire an interest in the property transferred that is superior to
the interest in such property of the transferee, but if such transfer is not
so perfected before the commencement of the case, such transfer is
made immediately before the date of the filing of the petition.

* (B) a commodity broker, forward contract merchant, stockbroker,
financial institution, or securities clearing agency that receives a
margin payment, as defined in section 101, 741, or 761 of this title, or
settlement payment, as defined in section 101 or 741 of this title,
takes for value to the extent of such payment;
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Sec. 555. Contractual right to liquidate a securities contract

The exercise of a contractual right of a stockbroker, financial institution, or
securities clearing agency to cause the liquidation of a securities contract, as
defined in section 741of this title, because of a condition of the kind specified in
section 365(e)(1) of this title shall not be stayed, avoided, or otherwise limited by
operation of any provision of this title or by order of a court or administrative
agency in any proceeding under this title unless such order is authorized under
the provisions of the Securities Investor Protection Act of 1970 or any statute
administered by the Securities and Exchange Commission. As used in this
section, the term "'contractual right™ includes a right set forth in a rule or bylaw
of a national securities exchange, a national securities association, or a securities
clearing agency.

Canadian Liguidation Laws

R.S., c. B-3, s. 45.
» Certain rights limited
— 65.1 (1) Where a notice of intention or a proposal has been filed in
respect of an insolvent person, no person may terminate or amend any
agreement with the insolvent person, or claim an accelerated payment
under any agreement with the insolvent person, by reason only that
» (@) the insolvent person is insolvent; or
» (b) a notice of intention or a proposal has been filed in respect of
the insolvent person.

R.S., c. B-3, s. 45. (continued)
Idem
— (2) Where the agreement referred to in subsection (1) is a lease or a
licensing agreement, subsection (1) shall be read as including the
following paragraph:
* "(c) the insolvent person has not paid rent or royalties, as the
case may be, or other payments of a similar nature, in respect of
a period preceding the filing of
» (i) the notice of intention, if one was filed, or (ii) the proposal, if
no notice of intention was filed."

— (3) Where a notice of intention or a proposal has been filed in respect
of an insolvent person, no public utility may discontinue service to that
insolvent person by reason only that

» (@) the insolvent person is insolvent;

» (b) a notice of intention or a proposal has been filed in respect of
the insolvent person; or

* (c) the insolvent person has not paid for services rendered, or
material provided, before the filing of

» (i) the notice of intention, if one was filed, or

» (ii) the proposal, if no notice of intention was filed.
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Certain acts not prevented
— (4) Nothing in subsections (1) to (3) shall be construed

(a) as prohibiting a person from requiring immediate payment
for goods, services, use of leased or licensed property or other
valuable consideration provided after the filing of

(i) the notice of intention, if one was filed, or

(ii) the proposal, if no notice of intention was filed; or

(b) as requiring the further advance of money or credit.

Provisions of section override agreement

- (5) Any provision in an agreement that has the effect of providing for,
or permitting, anything that, in substance, is contrary to subsections
(1) to (3) is of no force or effect.

Powers of court
- (6) The court may, on application by a party to an agreement or by a
public utility, declare that subsections (1) to (3) do not apply, or apply
only to the extent declared by the court, where the applicant satisfies
the court that the operation of those subsections would likely cause it
significant financial hardship.

Eligible financial contracts
* (7) Subsection (1) does not apply

Definitions

(a) in respect of an eligible financial contract; or

(b) to prevent a member of the Canadian Payments Association
established by the Canadian Payments Association Act from
ceasing to act as a clearing agent or group clearer for an insolvent
person in accordance with that Act and the by-laws and rules of
that Association.

* (8) In subsections (7) and (9),"eligible financial contract” «contrat
financier admissible» "eligible financial contract' means

(a) a currency or interest rate swap agreement,

(b) a basis swap agreement,

(c) a spot, future, forward or other foreign exchange agreement,
(d) a cap, collar or floor transaction,

(e) a commodity swap,

(f) a forward rate agreement,

(9) a repurchase or reverse repurchase agreement,

(h) a spot, future, forward or other commodity contract

(i) an agreement to buy, sell, borrow or lend securities, to clear or
settle securities transactions or to act as a depository for securities,
(J) any derivative, combination or option in respect of, or
agreement similar to, an agreement or contract referred to in
paragraphs (a) to (i),
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— (k) any master agreement in respect of any agreement or contract
referred to in paragraphs (a) to (j), (k.1) any master agreement in
respect of a master agreement referred to in paragraph (k),

— (I) a guarantee of the liabilities under an agreement or contract
referred to in paragraphs (a) to (k.1), or

— (m) any agreement of a kind prescribed; ""net termination value*
«valeurs nettes dues a la date de résiliation» "net termination
value' means the net amount obtained after setting off the mutual
obligations between the parties to an eligible financial contract in
accordance with its provisions.

Application of paragraphs 69(1)(a) and 69.1(1)(a)

* (9) For greater certainty, where an eligible financial contract entered
into before the filing in respect of an insolvent person of

R.S., c. B-3,s. 72.

Avoidance of preference in certain cases

95. (1) Every conveyance or transfer of property or charge thereon made,
every payment made, every obligation incurred and every judicial
proceeding taken or suffered by any insolvent person in favour of any
creditor or of any person in trust for any creditor with a view to giving
that creditor a preference over the other creditors is, where it is made,
incurred, taken or suffered within the period beginning on the day that is
three months before the date of the initial bankruptcy event and ending
on the date the insolvent person became bankrupt, both dates included,
deemed fraudulent and void as against the trustee in the bankruptcy.

When view to prefer presumed

(2) Where any conveyance, transfer, charge, payment, obligation or
judicial proceeding mentioned in subsection (1) has the effect of giving
any creditor a preference over other creditors, or over any one or more of
them, it shall be presumed, in the absence of evidence to the contrary, to
have been made, incurred, taken, paid or suffered with a view to giving
the creditor a preference over other creditors, whether or not it was made
voluntarily or under pressure and evidence of pressure shall not be
admissible to support the transaction.

Exception

(2.1) Subsection (2) does not apply in respect of a margin deposit made by
a clearing member with a clearing house.
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Definitions

(3) In this section, *clearing house™ «chambre de compensation»
"clearing house™ means a body that acts as an intermediary for its
clearing members in effecting securities transactions;

"clearing member" «membre»'clearing member" means a person
engaged in the business of effecting securities transactions who uses a
clearing house as intermediary;

"creditor' «créancier» "‘creditor' includes a surety or guarantor for the
debt due to the creditor;

"margin deposit” «dépdt de couverture»'margin deposit’ means a
payment, deposit or transfer to a clearing house under the rules of the
clearing house to assure the performance of the obligations of a clearing
member in connection with security transactions, including, without

limiting the generality of the foregoing, transactions respecting futures,
options or other derivatives or to fulfil any of those obligations.

R.S., 1985, c. B-3, s. 95; 1997, c. 12, s. 78.

Extended period

96. Where the conveyance, transfer, charge, payment, obligation or
judicial proceeding mentioned in section 95 is in favour of a person
related to the insolvent person, the period referred to in subsection 95(1)
shall be one year instead of three months.

R.S., 1985, c. B-3, s. 96; 1997, c. 12, s. 79.

Protected transactions

97. (1) No payment, delivery, conveyance, transfer, contract, dealing or
transaction to, by or with a bankrupt made between the date of the initial
bankruptcy event and the date of the bankruptcy is valid, except the
following, which are valid if made in good faith, subject to the foregoing
provisions of this Act with respect to the effect of bankruptcy on an
execution, attachment or other process against property, and subject to
the provisions of this Act respecting settlements, preferences and
reviewable transactions:

— (@) a payment by the bankrupt to any of the bankrupt's creditors;

— (b) a payment or delivery to the bankrupt;

— (c) a conveyance or transfer by the bankrupt for adequate valuable
consideration; and

AMIR Program

28



Compliance of SDC By-Laws with International Best Practice

(d) a contract, dealing or transaction, including any giving of
security, by or with the bankrupt for adequate valuable
consideration.

Definition of ""adequate valuable consideration™

* (2) The expression ""adequate valuable consideration™ in paragraph (1)(c)
means a consideration of fair and reasonable money value with relation to
that of the property conveyed, assigned or transferred, and in paragraph
(1)(d) means a consideration of fair and reasonable money value with
relation to the known or reasonably to be anticipated benefits of the
contract, dealing or transaction.

Law of set-off to apply
* (3) The law of set-off applies to all claims made against the estate of the
bankrupt and also to all actions instituted by the trustee for the recovery
of debts due to the bankrupt in the same manner and to the same extent
as if the bankrupt were plaintiff or defendant, as the case may be, except
in so far as any claim for set-off is affected by the provisions of this Act
respecting frauds or fraudulent preferences.

R.S., c. B-3, s. 45. (continued)

(a) a notice of intention, or

(b) a proposal, where no notice of intention was filed, is terminated
on or after that filing, the setting off of obligations between the
insolvent person and the other parties to the eligible financial
contract,in accordance with its provisions, shall be permitted, and
if net termination values determined in accordance with the
eligible financial contract are owed by the insolvent person to
another party to the eligible financial contract, that other party
shall be deemed, for the purposes of paragraphs 69(1)(a) and
69.1(1)(a), to be a creditor of the insolvent person with a claim
provable in bankruptcy in respect of those net termination values.

Canadian Payment Clearing and Settlement Act

* 8. (1) Notwithstanding anything in any statute or other law of Canada or
aprovince,

(a) the settlement rules of a designated clearing and settlement
system are valid and are binding on the clearing house, the
participants, a central counter-party and the Bank and any action
may be taken or payment made in accordance with the settlement
rules;

(b) the obligation of a participant, a clearing house or a central
counter-party to make payment to a participant and the right of a
participant, a clearing house or a central counter-party to receive
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payment from a participant, a clearing house or a central counter-
party shall be netted and a net settlement or close-out amount shall
be determined in accordance with the settlement rules, if they so
provide; and

— (c¢) where the settlement rules of a designated clearing and
settlement system provide that the settlement of a payment
obligation through an entry to or a payment out of an account of a
participant, a clearing house or a central counter-party at the
Bank is final and irrevocable, the entry or payment shall not be
required to be reversed, repaid or set aside.

Payments not subject to set aside provisions

(2) An entry to or a payment out of the account of a participant, a
clearing

house or a central counter-party at the Bank to settle a payment
obligation in a

designated clearing and settlement system shall not be the subject of any
provision or order that operates as a stay of that activity.

Rights, etc., not subject to stay

(3) The rights and remedies of a participant, a clearing house, a central
counter-party or the Bank in respect of collateral granted to it as security
for

a payment or the performance of an obligation incurred in a designated
clearing

and settlement system may not be the subject of any stay provision or
order

affecting the ability of creditors to exercise rights and remedies with
respect

to the collateral.

Payments not subject to set aside provisions

(2) An entry to or a payment out of the account of a participant, a
clearing house or a central counter-party at the Bank to settle a payment
obligation in a designated clearing and settlement system shall not be the
subject of any provision or order that operates as a stay of that activity.

Rights, etc., not subject to stay

(3) The rights and remedies of a participant, a clearing house, a central
counter-party or the Bank in respect of collateral granted to it as security
for a payment or the performance of an obligation incurred in a
designated clearing and settlement system may not be the subject of any
stay provision or order affecting the ability of creditors to exercise rights
and remedies with respect to the collateral.
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..... Netting Agreements
Termination

« 13. (1) Notwithstanding anything in any law relating to bankruptcy or
insolvency or any order of a court made pursuant to an administration of
a reorganization, arrangement or receivership involving insolvency,
where a financial institution or the Bank is a party to a netting agreement,
the financial institution or the Bank may terminate the agreement and
determine a net termination value or net settlement amount in accordance
with the provisions of the agreement and the party entitled to the net
termination value or settlement amount is to be a creditor of the party
owing the net termination value or net settlement amount for that value
or amount.

Interpretation......

""net termination value™ «reliquat net»
* 'net termination value™ means the net amount obtained after setting off
or otherwise netting the obligations between the parties to a netting
agreement in accordance with its provisions;

"netting agreement™ «accord de compensation»

» 'netting agreement’ means an agreement between two or more financial
institutions or between the Bank and one or more financial institutions
that is

— (@) an eligible financial contract within the meaning of section 22.1
of the Winding-up and Restructuring Act, or

— (b) an agreement that provides for the netting or set-off of present
or future obligations to make payments against the present or
future rights to receive payments.

Bankruptcy Provisions of Mauritius

14. Non-application of provisions of bankruptcy and company liquidation

(1) Subject to subsection (2), where by virtue of the provisions of the
Companies Act or the Bankruptcy Act or any other enactment in relation to
bankruptcy or company liquidation it is provided that -

(a) any disposition of the property of a company after commencement of a
winding up shall be void, unless the Court orders otherwise; or

(b) any disposition of the property of a person who is adjudged bankrupt
after presentation of the petition for a bankruptcy order and before vesting
of the bankrupt's estate in the Official Receiver shall be void unless done with
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15.

16.

17.

the consent or ratification of the Court, those provisions shall not apply to
any disposition of deposited securities.

(2) Where the Court is satisfied that a party to the disposition, being a party
other than the CDS, had notice that a petition had been presented for the
winding up or bankruptcy of the other party to the disposition, it may award
damages against that party on such terms as it thinks equitable or make such
other order as the Court thinks fit, including an order for the transfer of
deposited securities by that party but not an order for the rectification of the
Depository Register.

Set-off
(1)The CDS may terminate its agreement to clear or settle securities
transactions or to act as a depository for securities, with an insolvent
participant or with a participant in respect of which insolvency or
bankruptcy proceedings are taken, whether such proceedings are voluntary
or involuntary.

(2) Upon terminating its agreement under subsection (1), the CDS may set off
obligations between the insolvent participant and the CDS, in accordance
with the provisions of the agreement, and if on termination there is a net
termination sum owed to the CDS by the insolvent participant, the CDS shall
be deemed to be a creditor of the insolvent participant in respect of that net
termination sum.

(3) The CDS may, notwithstanding any other enactment, realise assets of the
insolvent or bankrupt participant pursuant to a pledge in favour of the CDS
or pursuant to the rules of the CDS or guarantees established by the CDS in
accordance with its rules.

Non - application of the section 13 of the Companies Act

(1) Subject to subsection (2), section 13 of the Companies Act, insofar as it
provides that a transfer or contract of sale of shares or debentures in
contravention of the section shall be void, shall not apply to any disposition of
deposited securities.

(2) The Court may, on being satisfied that a disposition of deposited securities
would in the absence of subsection (1), be void, on the application of the
Registrar of Companies or any person, order the transfer of the shares
acquired in contravention of section 13 of the Companies Act.

Charging or pledging of securities

(1) Where a deposited security is charged or pledged by a depositor (in this
section referred to as *‘chargor™ or "pledgor™) in favour of any person (in
this section referred to as *‘chargee’ or ""pledgee’), the CDS or a participant,
with or through whom the securities account of the depositor is maintained,
shall on a request in writing made by the depositor, chargee or pledgee, as the
case may be, transfer or cause to be transferred such security into the
securities account of the chargee or pledgee, as the case may be, maintained
for such purpose.
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(2) Where a request is made by a chargee or pledgee as provided under
subsection (1), such request shall be supported by documents evidencing such
charge or pledge in his favour.

(3) The securities account maintained by the chargee or pledgee pursuant to
subsection (1) shall be designated as the ""Pledged Securities Account™.

(4) Where a charge or pledge over a deposited security has been discharged
or released, the CDS or participant, as the case may be, shall, upon receipt of
a notice in writing from the chargee or pledgee confirming the same, transfer
the deposited security into the securities account of the chargor or pledgor.

(5) The provisions relating to the transfer or withdrawal of deposited
securities shall apply, mutatis mutandis, to securities in the "Pledged
Securities Account™.

(6) Where a pledge of a security is effected in terms of subsection (1), the
entries in the records of the CDS constitute-
(a) the endorsement of the security for the purpose of Article 2076 of the
Civil Code; and
(b) registration of the pledge of the security in the records of the issuer
for the purpose of Article 2077 of the Civil Code.
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Appendix J. Sample Audit Committee mandate

The main difference between all three versions proposed below are the responsibility
to also address risk management and insurance coverage.

Version 1 - The Audit Committee

The Audit Committee reviews, reports and, where appropriate, approves or provides
recommendations to the Board on: the annual and interim consolidated financial
statements (including the related management discussion and analysis) and the
integrity of the financial reporting of the Corporation; processes for identifying and
managing risk; the adequacy of its internal control system; the adequacy of its
processes for complying with laws and regulations; the appropriateness of, and
compliance with, the policies and practices of the Corporation relating to business
ethics; the adequacy of the Corporation’s insurance program, policies and coverage;
the appointment, terms of engagement, independence and proposed fees of the
shareholders’ auditor; the appointment and mandate of the internal auditor; the
relationship between related entities’ audit committees and that of the Corporation;
and the relationship between the Audit Committee, other standing committees of the
Board of Directors and management. The Audit Committee has direct communication
channels with the internal and external auditors to discuss and review specific issues
as appropriate.

Version 2 - Audit Committee

In accordance with the Corporation’s By-Laws, the board of directors annually elects
an audit committee, whose mandate stipulates that it consists of four directors who are
not officers or employees of the Corporation, and that none of the directors is a
member of the shareholder group.

The committee’s responsibilities are as follows:
- review all audited financial statements;
- review on an ongoing basis the risk management and insurance programs; and

- review management’s recommendation for the appointment of the external
auditor.

Meetings are scheduled five times each year. Special meetings can be held at the
request of management, the chief auditor, the external auditors or any member of the
Audit Committee.
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Version 3 - Audit Committee

The primary role of the audit committee is to provide assurance to the Board of
Directors that the company has the appropriate culture and the policies, systems and
controls are in place to safeguard corporate assets and to accurately report financial
information to internal and external users. The preparation of the financial statement
and related communications are the responsibility of the company’s management and
the Board of Directors. The independent auditor’s role is to report on the fairness of
the presentation of the company’s financial statements, to identify potential internal
control problems and to provide advice and counsel to management and the audit
committee on technical and other matters. The independent auditor is ultimately
accountable to the board of directors and the audit committee.

The specific activities of the audit committee will vary depending on the size,
complexity, and industry of the company and needs of the Board of Directors. The
primary responsibilities of the audit committee should include the following:

e Preparation and maintenance of a written charter.

e Adherence to membership requirements.

e Open communication between the audit committee, financial management and the
auditor(s).

e Review of internal accounting controls to safeguard assets.

e Oversight of the quality and timeliness of financial reporting.
e Oversight of the annual audit process

e Reporting to the Board of Directors.

e Required proxy disclosures

e Selecting the auditor(s).

Version 4 - The Board of Directors’ Audit Committee

Objective:

The primary role of the audit committee is to provide assurance to the Board of
Directors that SDC maintains adequate and effective control environment, policies,
systems and procedures to ensure:

e Reliability and confidentiality of information pertaining to SDC and its
participants;

e Safeguarding of SDC assets and securities and funds of its participants;
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e Economy, effective and efficient utilization of resources allocated to SDC;
e Compliance with applicable laws and regulations,

e Achievement of SDC objectives in accordance with approved plans, policies and
budgets;

The active participation of the audit committee of the Board of Director will promote
the independence of internal as well as external auditors, especially when the audit
committee selects the external audit firm and the director of the Internal Audit
department (IAD).

Therefore, this active participation shall insulate the auditors from influences that may
affect their independence and objectivity. Moreover, the audit committee will serve
as a mediator of disputes between the auditors and management.

Formation:

The Board of Directors will form an audit committee ranging from 3-5 non-executive
members of the Board of Directors. Members of the audit committee should be
financially literate. In other words, audit committee members will be able to read and
understand financial statements, including SDC balance sheet, statements of income
and cash flows or, otherwise, will become able to do so within a reasonable period of
time after becoming members of the audit committee.

In addition, at least one member of the audit committee will have past employment
experience in finance or accounting.

Members of the audit committee will be independent. To maintain independence
members elected for the audit committee will not be:

e An employee of SDC or any of its affiliates for the current year or for any of the
past three years.

e A partner, controlling shareholder or executive officer of a business organization
that has a business relationship with SDC.

e Anindividual with a direct business relationship with SDC.

e Buyer/seller of securities, a spouse or a parent of a minor who buys or sells
securities unless obtained approval of SDC’s B.O.D.

Responsibilities:
The audit committee responsibilities will encompass the following:

1. Select external auditors and review the audit fee and the engagement letter

2. Review draft annual and interim financial statements

3. Review results of external audits (e.g. qualified audit opinions, management letter
with audit findings and recommendations)

4. Review the internal audit annual plans, work schedules, budgets, reports, etc.

5. Meet regularly with the IAD’s director
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6. Review evaluations of internal control

7. Review the SDC accounting, financial, and operating controls

8. Review policies on unethical and illegal procedures and fraud investigations
9. Review statutory reporting to regulatory agencies

10. Review complaints to the B.O.D.

11. Participate in the selection of accounting policies.

12. Review the impact of new or proposed legislation or governmental regulations
13. Review the SDC’s risk management plans and insurance program.

14. Review the external auditor’s management letter.
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Appendix K. Sample User Advisory Committee provisions

Draft Proposed Resolution

Operations Advisory Committee
BE IT RESOLVED

THAT a committee of user Members of the Corporation’s services, to be known as the
Operations Advisory Committee, be and is hereby established in accordance with the
directions of the Board of Directors;

The Committee meet regularly and as required by the Corporation, and appoint sub-
committees to appropriately deal with specialized matters;

The Director of Operations [insert proper title] of the Corporation be acting as the chairperson
at all such meetings; and

The minutes of such meetings be distributed and presented to the Board of Directors or a
committee thereof by the Executive Manager of the Corporation or the designated
representative thereof,

AND THAT the mandate of the Operations Advisory Committee be to:

1) advise the Corporation with respect to the provision and use of its services and proposed
services;

2) advise the Corporation on the pricing of its services; and

3) review and make recommendations on all operational procedures and manuals of the
Corporation and amendments thereto, prior to their implementation by the Corporation,
provided that such review not be necessary when, in the opinion of the Corporation,
circumstances require prompt or immediate action or if such procedures or other manuals
or amendments are of a routine and inconsequential nature.

AND FURTHER THAT the Operations Advisory Committee be comprised of a maximum

number of thirteen (13) members to include:

1) a maximum number of five (5) employees of the Corporation, appointed by the Executive
Manager, and the Director of Operations who has a casting vote; and

2) amaximum number of seven (7) employees who are knowledgeable with daily operations
of the Member with the Corporation and its processes, who are selected from among
Members of the Corporation to represent the various Member groups and aspects of their
business in the following proportions and appointed by their respective professional
association or each such group:

[for illustration only]

Custodian Banks two (2) representatives
Brokers three (3) representatives
Issuers two (2) representative

* * * % *
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Appendix L. Sample wording of a transferable and irrevocable standby letter of
credit

(under the International Chamber of Commerce (ICC) Uniform Customs and Practice
for Documentary Credits (UCP) available at www.iccwbo.org of from banks in
Amman)

Note: The wording of this sample letter of credit should be examined under recent
releases and interpretation of ICC’s UCP 500 and Uniform Rules for Demand
Guarantees, and the acceptability to Jordanian banks of the final letter eventually
drafted by SDC.

See next page.
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S G F - Sample Letter of Credit (standby, irrevocable, transferable)
to be Issued by a Bank Approved by SDC

DRAFT
Name of Issuing Bank: IRREVOCABLE Number:
DOCUMENTARY CREDIT
Place and Date of Issue: Expiration Date: 14:00 hours, local time on *
Place for Presentation of Documents:
Applicant: Beneficiary:
Securities Depository Center
[address]
(the “Member”) Amman JORDAN
Amount:

JD JORDANIAN DINARS

Credit available with Nominated Bank:
by payment at sight against the documents
detailed herein and Beneficiary’s draft

Advice for the beneficiary:

This is a transferable credit. We hereby undertake to pay to you or your transferee upon the first
demand of each drawing, notwithstanding any contestation of Applicant Member and up to the
aggregate amount stated above, on which you or your transferee may draw. Any demand may be made
prior to the expiry date stated above or the extended date of this letter. It may be drawn to the extent
required to cover current and anticipated obligations of Member to you, SDC, under your Settlement
Guarantee Fund Instruction, as they are defined in your By-Laws and Instructions (the “SGF
Instruction”). Partial drawings hereunder are permitted.

Drawings under this credit will be made by delivery by you or your transferee at our said branch of:
1) a signed written statement from you or your transferee that, in your opinion or
in the opinion of your transferee, either:
a- the amount drawn constitutes the amount of Member’s current or
anticipated obligation under SGF Instruction, as determined by you; or
b- Member has not, after the tenth (10th) business day prior to the expiration
date of this letter of credit, substituted this letter and deposited with you the
required contribution to the SGF in the amount and form satisfactory to you;
together with
2) this letter of credit, for endorsement by us whenever a partial amount is drawn on this
credit, or for cancellation by us where the full amount of this credit has been drawn.

We have issued the Irrevocable Documentary Credit as detailed above. It is subject to the Uniform
Customs and Practice for Documentary Credits (1993 Revision, International Chamber of Commerce,
Paris, France, Publication No. 500) and engages us in accordance with the terms thereof. The number
and the date of the Credit and the name of our bank must be quoted on all drafts required. If the Credit
is available by negotiation, each presentation must be noted on the reverse side of this advice by the
bank where the credit is available.

Name and signature of the Issuing Bank

* Letters expire on the earliest of the date of the first business day of March and September.
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Appendix M. Draft “Initiation Package for Members of the Board of Directors”
[English and Arabic versions]

Note: This document was prepared for the depository and settlement agency in
Egypt, regulated and governed by laws and by-laws other than those applicable in
Jordan, and should be revised accordingly.

It is provided as an illustration of a possible initiative of the Jordan SDC.

The Initiation Package also contains Annex | and Annex Il in English only.
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SECTION | — MISR FOR CENTRAL CLEARING, DEPOSITORY
AND REGISTRY

Board of Directors’ Initiation Package

The Board of Directors of Misr for Central Clearing, Depository and Registry (MCDR) wishes to
extend to you its warmest congratulations on becoming a member of this Board. We invite you to read
this initiation package to familiarize yourself with MCDR and with the performance standards required
of our Board members.

A. Role of MCDR

MCDR, as Egypt’s national depository and clearing and settlement organization, is a “post-trade”
facility, processing the securities and money required to complete a trade reported by the Cairo and
Alexandria Stock Exchange (CASE). MCDR is a unique business organization in Egypt for three
reasons:

1. Along with the Capital Market Authority (CMA) and CASE, MCDR is one of the three pillars
of the securities market infrastructure in this country.

2. MCDR is regulated and supervised by the CMA, which ensures compliance with the Capital
Market Law and the Central Securities Depository and Registry Law.

3. Bank and broker shareholders of MCDR, who elect the Board of Directors, are also MCDR
participants; because the clients of MCDR are also the owners, MCDR is the only true market
organization in Egypt.

B. The Director’s Role: Performance Standards

The Board of Directors appoints and exercises general supervision over those charged with day-to-day
management of MCDR. Therefore, directors must select competent senior management, establish
institutional norms and procedures, review management-formulated strategy, and carefully monitor
performance of senior management and of the enterprise.

The Board of Directors must perform the above responsibilities with care, diligence and skill, and in
accordance with the law of fiduciary duty. In so doing, directors safeguard MCDR’s regulated status
and business license.

C. To Whom a Director Owes Duties

Directors owe a fiduciary duty because the property they manage is not theirs. A director is required to
exercise independent judgment for the overall benefit of the corporation and all of its shareholders,
even if elected by a group of shareholders or a controlling shareholder.

D. Fiduciary Duty

The fiduciary duty owed to MCDR requires all members of its Board to “act honestly and in good
faith” and to make decisions based on “the best interest of MCDR,” not on any personal interest or that
of the shareholder group represented by the Board member.

Some members of the Board are directors nominated by one of MCDR's present two shareholder
groups — banks and brokers. Those members of the Board should exercise their judgment in the
interests of MCDR, and not subordinate them to those of the shareholder group they represent. These
directors have been appointed to bring to the MCDR Board their own expert knowledge and experience
of the sector of the securities industry they represent.
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When a director has an interest in a contract or a proposed contract that is important to MCDR, the
director is required to declare this interest. A member of the Board has an interest when he or she is a
party to that contract, or the firm from which the director stands to obtain some benefit is a party to that
contract. (Please see the attached “Disclosure of Interest” form).

Directors will also abstain from voting on any contract, unless they have ensured that there exists no
conflict of interest and that the contract is reasonable and fair to MCDR at the time it is approved.
However, a director is not required to refrain from voting on contracts between MCDR and the
shareholders a director represents if those shareholders are not affiliated.

Directors must not take personal advantage of an opportunity learned of through their relationship with
MCDR.

Where the judgment of a director on a specific matter would not be perceived as objective, it may be
necessary for that director to be absent from the vote and from the discussion.

E. Care, Diligence and Skill

A director must exercise the “care, diligence and skill” of a reasonably prudent person. Where a
director devotes the necessary time and attention to be able to bring his or her own judgment to bear on
the matter and make an informed decision, the duty of “care” is discharged. Directors of MCDR are
invited to read the material sent with the Board agenda and keep informed generally about MCDR
activities and the industry in order to assess management's goals and strategies and management's
ability to achieve them.

“Diligent” directors will ask for, and be entitled to receive, all information they believe is necessary or
important to make careful decisions. (Please note, however, that information pertaining to MCDR
participants should remain confidential.) A director may dissent from any decision of the Board and is
entitled to have such dissent recorded in meeting minutes. For this reason in part, attendance at all
directors” meetings is central to the fulfillment of a Board member’s responsibilities. At meetings as
elsewhere, directors should ensure that MCDR’s affairs are managed in accordance with its
constitution.

The “skill” required from a Board member is not predetermined but rather based on individual ability,
education, experience and training employed in a reasonably prudent manner. Beyond this, there are
practical guidelines to enable directors to fulfill their duty:

1. Take your time. Avoid haste in decision-making; major decisions should be made only after
all directors have had a full opportunity to digest all available important information. If a
subject needs extended debate, all members must have the opportunity to fully express their
views and listen to the views of others.

2. Prepare. Pertinent information is sent to you as early as possible in advance of the meeting.
Directors should consider materials provided before they act. If a director needs input form an
inside or outside expert, he or she should request the input sufficiently in advance of the
meeting to allow MCDR to arrange for appropriate presentations.

3. Ask questions. Directors should participate actively in every decision they are called upon to
make. They must test and probe the information to make sure it is accurate and reliable, and to
understand it fully.

4. Make a record. Take the time to read the minutes of the previous meeting to ensure it has been
properly recorded and corrected.

5. Review all materials. Although it is not necessary that directors approve a final draft of a
document, they must understand its main terms. MCDR will provide relevant materials (e.g.
contracts) to you for your review, and an MCDR expert will review with you the relevant and
important provisions of such documents. As a director, you should consider the following:

o Isthe expert knowledgeable with respect to the contents of the report?
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e |s the person recognized in the field or from a reputable firm?
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To assist you to fulfill your duties as a director of MCDR, you are invited to familiarize with the
internationally recognized guidelines for clearing and settlement operations.

G. The Director’s Statutory Liability

A Director of MCDR, may face other responsibilities under other laws applicable to MCDR or to them,
such as the Company Law, Labor Law, Tax Law, the Criminal Code and other laws of regular
application.

H. Indemnities and Insurance

There are no indemnities or insurance coverage to protect members of the Board of Directors of MCDR
except as follows:
[MCDR to complete]

. Administrative Matter

MCDR's Board normally meets ....... times each year, and the annual shareholders' meeting is usually
held in May at a hotel in Cairo. Although the executive office is in Cairo, Board meetings alternate
between Cairo and Alexandria.

In compensation for their time and effort as directors of MCDR, the corporation will pay for business
class travel, first class hotel accommodation and all other out-of-pocket expenses incurred by them
when attending meetings. To ensure prompt payment, our audit procedures require that original
receipts be submitted to MCDR with the attached detailed expense report.

J. Attachments

The following attachments are included for your review and consideration.

Organizational Information e  Mission Statement

Articles of Association

By-laws

Code of Conduct

Organization Chart

Description of Services

List of Directors and Officers

Latest Financial Report

Mandate of Board Committees

Minutes of the Last Two Board and Committee Meetings
Agenda for Upcoming Board Meeting

Capital Market Law No. 95 of 1993

Central Securities Depository Law No. 93 of 2000
Confidentiality Agreement

Disclosure of Interest

Employee Code of Conduct

Compliance with Article 135/4 of the Capital Market Law
Executive Regulations

e Detailed Expense Report

General Information

Forms
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Annex |
Pledge of Confidentiality

l, , of the City of , do solemnly declare
that:

(1) I am a member of the Board of Directors of MCSD or its successor ("MCSD");

(2) 1 will, during and after my tenure with MCSD, maintain and safeguard in
confidence all data, systems and information concerning MCSD, its members,
participants and clients, their respective affairs and any confidential or proprietary
information declared as such by MCSD of which | become aware while employed by
MCSD;

(3) I will not, without the prior written consent of an authorized representative of
MCSD:

a) Disclose or communicate or allow to be disclosed or communicated to
any person any data, systems or information concerning MCSD, its
members, participants and clients, their respective affairs and any
confidential or proprietary information declared as such by MCSD of

which | become aware; or

b) 1 will not allow any person to inspect or have access to any books or
documents concerning MCSD, its members, participants and clients,
their affairs and any confidential or proprietary information declared
as such by MCSD without the prior written consent of the Chairman
of the Board of MCSD.

Signature of the member of the Board of Directors
Declared before me in the City of Cairo,
In the Governorate of Cairo
This  day of 200

Signature of the witness
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ANNEX Il

Disclosure of Director’s Interest

TO: The Chairman of the Board of Directors
(or to the Deputy Chairman, if the Disclosure is by the Chairman)
Misr for Central Clearing, Depository and Registry (“MCDR”)
4, Talaat Harb Street, 2nd Floor
Cairo

CC: The Directors of MCDR

The undersigned Director of MCDR hereby:

1. Declares having an interest in any transaction or contract between MCDR and [name of
firm] of which the Director is [Director’s title in firm]

2. Requests that the nature and extent of that interest be recorded in the minutes of any
MCDR Board of Directors meeting at which a transaction or contract with the above firm
is discussed

3. Requests that this letter be appended to and kept with the minutes of the meeting at which

the transaction or contract is first discussed

Dated this day of , 200 _.

Director’s signature

Name in Print
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Appendix A. Detailed comments - Internal By-Law of SDC 2004

The Internal By-Law of the Securities Depository Center
for the Year 2004

Chapter One
Chapter Two
Chapter Three
Chapter Four
Chapter Five
Chapter Six
Chapter Seven

Issued Pursuant to Article (78) of the Securities Law No. (76) for the Year 2002

Contents

Definitions

Page

The Center’s Objectives And Responsibilities

The General Assembly
The Board of Directors
The Executive Manager

The Center’s Fiscal Year And Revenues

General Provisions

The Internal By-Law of the Securities Depository Center for the Year 2004

Issued Pursuant to Article (78) of the Securities Law No. (76) for the Year 2002

Article (1)

Article (2)

A-

This By-Law shall be called the “Internal By-Law of the Securities Depository
Center for the Year 2004 and shall come into effect as of 11 /4/2004.
Chapter One
Definitions
WE note these definitions are duplicated in all By-Laws.
The following words and expressions used in this By-Law shall have the meanings ascribed
thereto hereunder unless the context indicates otherwise:-

The Law :
The Commission :
The Board

The Center

The Board of Directors

The Executive Manager

The Market/Stock Exchange

The Broker
The Custodian

The Public Issuer

The Member

The Securities Law in force.

The Securities Commission.

The Board of Commissioners of the Commission.

The Securities Depository Center.

The Center’s Board of Directors.

The Center’s Executive Manager.

The Amman Stock Exchange or any trading market in
securities licensed by the Commission.

The juristic person licensed as a financial broker or dealer.

The legal person licensed by the Commission to
provide safe custody for securities.

The Issuer who has filed a prospectus that has become
effective with the Commission.

The Center’s member.



Article (3)

Article (4)

Article (5)

B-

B-
C-

D-

The words and expressions not defined in this By-Law shall have the meanings assigned to
them in the Law unless the context indicates otherwise.

Chapter Two

The Center’s Objectives And Responsibilities
A Center called the (Securities Depository Center) shall be established in the Kingdom. Its
headquarter shall be in Amman.
The Center shall be a non- profit public utility entity.
The Center shall have a legal personality with financial and administrative autonomy. As such,
it may acquire and dispose of movable and immovable property, and perform all legal acts to
realize its objectives, including entering into contracts in its own name. The Center shall have
the right to sue and be sued, and to appoint any attorney to represent it in legal proceedings.
The Center shall be subject to the Commission’s monitoring and supervision. The Commission
shall have the right to audit its records.

The Center aims, in particular, to achieve the following objectives:

1

Enhance the confidence of investors in securities and enable them to follow-up
their investments in securities with ease by establishing a central registry to

safe-keep the ownership of securities.
Reduce risks related to settlement of trading transactions executed through the Market by
implementing by-laws, instructions and procedures that are fair, fast and safe.

The Center shall undertake the necessary functions and responsibilities to achieve its goals

including:

1. Register, safe-keep and transfer ownership of securities.

2. Deposit securities.

3. Clear and settle securities.

4 Supervise and monitor the professional activities related to the Center’s operations
pursued by its Members, preparing and implementing special rules related to the use of
the Center’s utilities and facilities and the utilization of its services.

5. Provide opinion on legislations related to the Center’s operation and any amendments
thereto, proposing such legislations and the measures necessary to protect the investors,
owners of securities.

6. Issue reports and publish information and statistics regarding the Center’s activities.

7. Establish cooperation relations with Arab, regional and international depository centers,
associations and organizations in the fileld of securities and concluding agreements in
service of the Center’s objectives.

8.  Acquire, rent, possess and dispose of any moveable or immoveable property and any
rights including intellectual property rights that the Center deems necessary or suitable to
perform its functions.

9. Establish and manage the Settlement Guarantee Fund.



Article (6)

The Center shall be the only entity in the Kingdom authorized to perform the functions and
responsibilities specified in Paragraph (A) of this Article.

This provision exceeds the competence of the Center, as it cannot unilaterally “appoint” itself
as the only such permissible entity in the Kingdom. It duplicates the Securuties Law.

The Center shall be the only entity in the Kingdom authorized to issue codes for securities and
the issuing companies according to the method specified by the Center.

Same comment as under Article 5 B-.

The registration and ownership transfer of securities and the price settlement of such securities
shall be by means of entries in the Center’s records.

Internal corporate by-laws cannot govern third parties, and such a general provision would
not be held valid. Only the law can stipulate transfers of property can be effected in the public
records of the Center.

Entries shall be recorded in the Center’s registers. These records shall be maintained either
manually or electronically by computer.



Unless otherwise proven, the entry records and the accounts maintained by the Center, whether
manually or electronically, as well as any document issued by the Center, shall constitute prima
facie legal evidence of ownership, registration, transfer of ownership and settlement of the
securities, at the price and on the date stated in those records, accounts or documents.

Same comment as under B-.



Atticle (7)

Article (8)

Article (9)

Article (10)

Chapter Three
The General Assembly

Membership in the Center shall be mandatory for the following entities:
These by-laws and the “Internal by-laws of the Membership” create two aspects to being a
Member: member in services, and member entitled to vote at a General Assembly of the SDC.
However there is no link between the two by-laws regarding membership. This should be either
reflected in these by-laws as well, or the concepts of corporate “Member” and “service user”
rectified. Also, issuers are users but not Members.

One suggestion would be to modify this clause as follows:

“Membership in the Center if mandatory for the following entities that have been accepted as
Members by the Board of Directors pursuant to the provisions of the Internal By-Law of the
Membership.”

Provisions on termination of “corporate” Membership in the Center, as opposed to services user of
the Center, are currently absent. This implies a Member could be terminated as a Member for
defaulting in the services, but could remain a Member of the SDC and attend and vote at the
General Assembly.

Independently of this, perhaps the SDC should have the right to expel a Member based on its
conduct in the affairs of the Center, as distinct from his conduct in the services of the Center
pursuant to the Internal By-Law of the Membership.

For instance, why could a Member not continue using the services if it fulfills all its obligations,
but be expelled as a voting Member if it does not pay its annual subscription fees?

A-  Public shareholding companies.

B-  Public Issuers.

C-  Legal persons licensed -as Financial Brokers or Dealers.

D- Custodians.

E-  Any other entity determined by the Board.

This Article is duplicated by Membership by-law Article 2 A-.
Such a provision would only be appropriate if it determined who can be a Member (internal
by-laws), in contrast to who can use the services of the Center (“external” by-laws or service
documentation), and set forth different criteria. Criteria for Members as service users should
be base don the ability to fulfill their obligations in the services.
The Center’s General Assembly shall consist of the Members that have paid the Center’s associations
membership fees and the annual subscription membership fees. Each Member shall have one vote at
the General Assembly’s meetings.
This provision proves the point made above, as it does not require a Member to fulfill all its
obligations in the services of the Center to become or remain a Member. For instance, and at the
opposite side, if a Member does not settle trades or pay its service fees, should it be entitled to attend
and vote at the General Assembly meeting?

The powers of the Center's General Assembly in its annual ordinary
meeting shall be to consider all issues related to the Center, discuss and

pass suitable resolutions thereto, including the following:

A-  Discuss the Board of Director’s report regarding the Center’s operations and future plan.

B- Listen to the report of the Center’s auditor regarding the balance sheet, final accounts and
financial status.

C- Discuss the Center’s annual balance sheet, revenues and expenses accounts and cash flows for
the previous fiscal year and look into approving it.

D-  Elect the members of the Board of Directors in accordance with this By-Law.

E-  Any other matter falling within the Center’s functions presented to the General Assembly by
the Chairman of the Board of Directors upon the resolution of the Board of Directors or
suggested by the General Assembly itself by the majority of the Members present.

A-  The Center’s General Assembly shall be invited to an annual ordinary meeting upon invitation
by the chairman of the Board of Directors, upon the resolution of the Board of Directors, before
the end of March.



Article (11)

Affticle (12)

The Center's General Assembly shall hold an extraordinary meeting
when necessary to consider certain issues upon the invitation of the
chairman of Board of Directors upon a resolution by the Board of

Directors.

The majority of the Members of the General Assembly may request the chairman of the Board
of Directors to hold an extraordinary meeting at any tiime.

The chairman of the Board of Directors shall invite the General Assembly for the extraordinary
meeting requested by the Center’s Members in accordance with Paragraph (C) of this Article
within a maximum of one month from the date of notifying the Board of Directors the request to
convene the meeting. If the Board of Directors does not comply or refuses to comply with the
request, the Commission shall invite the General Assembly for the meeting upon the Center’s
expense.

The invitation for the General Assembly’s meeting and the agenda shall be sent by registered
mail or delivered by hand against signature at least fifteen days before the date of the meeting.
An invitation to the Commission shall be delivered for its representative to attend the General
Assembly’s meeting.

The General Assembly’s meetings shall be presided over by the
chairman of the Board of Directors or, if absent, by the deputy chairman,
or by the person designated by the Board of Directors in case both are
absent. If this is not possible, then the meeting shall be presided over by

the person appointed by the Commission.

The General Assembly’s meeting shall be considered legal if attended by the majority of the
Members of the General Assembly.
If the quorum shall not be met in the General Assembly’s ordinary meeting within an hour from
the designated time for the meeting, the meeting shall be postponed for a second meeting. The
second meeting shall be held within fifteen days from the date specified for the first meeting.
The Members shall be notified of the meeting three days in advance of the meeting. The second
meeting shall be considered legal with the number of attendants.
If the quorum shall not be met in the General Assembly’s extraordinary meeting within an hour
from the designated time for the meeting, the General Assembly shall be invited for a second
meeting within ten days from the date specified for the postponed meeting. The Members shall
be notified in accordance with the notification measures specified in this By-Law subject to the
invitation being sent at least a week in advance from the date specified for the second meeting.
The second meeting shall be considered legal with the attendance of (40%) of the Members. If
the quorum is not met in the second meeting, the meeting is cancelled regardless of its reasons.
Election of the Board of Directors may be conducted in an extraordinary meeting of the General
Assembly and in this case Paragraph (B) of this Article shall apply regarding the legal quorum
of the meeting.
The Member shall be represented in the General Assembly’s meetings by a natural person. The
representative shall be:
1. The chairman or any member of the board of directors, the general manager or one of the
executive managers by virtue of an official letter for public shareholding companies.
2. The chairman or any member of the managers’ committee or the general manager in other
companies.
The General Assembly’s resolutions are taken by the majority of the
votes represented at the meeting. The resolutions are obligatory to the

Board of Directors and all Members of the General Assembly.
Voting at the General Assembly’s meetings shall be by raising hands unless the majority of the
attending Members request a secret ballot.

A list of all the Members of the General Assembly present is prepared and signged by each
Member.

The chairman of the General Assembly’s meeting shall appoint a clerk to record the number and
names of the attendants, the events of the meeting and the resolutions taken therein. He shall
also appoint two observers to collect the ballot and count the votes.



Atticle (13)

Article (14)

Article (15)

A-
B-

The chairman of the General Assembly’s meeting shall, for the purposes
of electing members of the Board of Directors, appoint a committee,
one of its members to be the chairman and another two non-candidate

member to supervise the ballot and announce the results.
The minutes of the General Assembly’s meeting shall be signed by the chairman of the meeting
and the clerk. A copy of the minutes of the meeting shall be sent to the Commission.

Chapter Four

The Board of Directors
The -Center shall be managed by a Board of Directors consisting of seven members.
The Board of Directors shall consist of the following:
1.  Two members representing Brokers and companies licensed to perform custodial activities.
2. Three members representing the rest of the Center’s Members not included in Sub-
Paragraph (1) of Paragraph (B) of this Article and not licensed as Financial Brokers,
Dealers or Custodians.
3. Two members of the private sector with experience in legal, financial and economic fields
appointed by the Board.
The members of the Board of Directors referred to in Sub-Paragraphs (1) and (2) of Paragraph
(B) of this Article shall be elected by the General Assembly by the majority of the votes by
secret ballot.
The Board of Directors shall, in its first meeting, elect a chairman and deputy chairman from
among the members appointed by the Board.
No person shall serve both as a member of the Center’s Board of Directors and a member of a
Market's board of directors.
The term of the Board of Directors shall be three years. No member shall be elected or
appointed for more than two consecutive terms
The Executive Manager shall attend the meetings of the Board of Directors and participate in
the discussions without having the right to vote.
The Board of Directors shall appoint a secretary from among the Center’s employees, specify
his obligations and remuneration for this task.

The Member shall be represented in the Board of Directors by a natural person who must meet the
following conditions:

A-
B-
C-
D-
E-

Have the required conditions to represent the Member in the General Assembly’s meetings.
Enjoy full legal capacity.

Be at least thirty years old.

Have the first university degree at least.

Have not been convicted of any crime, misdemeanor, punitive penalty  involving moral or
trust, or his service in any post has been ended or terminated for such reasons. The Board may
take all necessary measures to ensure the fulfillment of this condition and its resolution in this
regard is considered final.

The nomination for the membership of the Board of Directors shall be in the name of the
Member.

The nomination for the membership of the Board of Directors shall be opened before fifteen
days from the date of the General Assembly’s meeting specified for the elections and the
nomination shall be closed a week before that date.

Each Member who wishes to be nominated for the Board of Directors’ membership shall fill the
Center’s nomination form and return it to the Board of Directors at least seven days before the
General Assembly’s meeting. The form is to be signed by the authorized signatory of the
Member.

Each Member which presents its nomination and wishes to withdraw it shall notify the chairman
of the Board of Directors in writing.

The chairman of the Board of Directors shall distribute a list of the member candidates to the
Members before three days at least from the date of the General Assembly’s meeting.

The ballot paper shall be divided into two lists, the voter shall name in one of them two
candidates at the most to represent the Broker and Custodian and in the other list, the voter
shall name three candidates at the most to represent the rest of the Center’s Members who are
not licensed as Brokers, Dealers or Custodians.



Article (16)

Article (17)

The ballot paper which contains more names than the number of seats of the Board of Directors
for any of the two categories referred to in Sub-Paragraphs (1) and (2) of Paragraph (B) of
Article (13) shall be cancelled

The candidates who obtain the highest votes in each category shall be considered the elected
members of the Board of Directors, if more than one candidate of the same category obtains the
same number of votes, re-election is carried out between those members and if the number of
votes is the same in the second time, then a lot shall be cast between them.

The chairman of the Board of Directors is the Center’s official representative vis-a-vis all
authorities. The chairman shall perform the powers assigned to him in accordance with the by-
laws, instructions and resolutions issued by the Board of Directors. He may delegate any of his
powers to his deputy or any member of the Board of Directors.

The deputy chairman of the Board of Directors shall assume the powers of the chairman of the
Board of Directors when the latter is absent or his position becomes vacant. If the chairman of
the Board of Directors and his deputy are absent or their positions become vacant, the Board of
Directors shall designate one of its members to assume the powers of the chairman of the
Board of Directors.

The Board of Directors shall hold its meetings at the Center’s headquarters unless the invitation
for the meeting specifies otherwise.

The Board of Directors shall meet upon the invitation of its chairman at least once a month. The
chairman shall invite the Board of Directors for a special session upon a written request of three
or more of its members within a week of submitting the request. The request is to contain the
issues to be discussed in that meeting.

The chairman of the Board of Directors may in emergency cases that require holding an urgent
session forward an invitation verbally or by phone. In this case, the meeting must be held within
twenty-four hours at the most.

The quorum of the Board of Directors shall be considered legal if attended by:

a) at least five of its members. The chairman or the deputy chairman in the absence of the
chairman must be present, and

b) among which -one member representing Brokers and companies licensed to perform
custodial activities, and one member representing the rest of the Center’s Members, are
present.

[Note: because no decision should be taken without representation from every group of
users/Members. Current provisions could be seen as not fair and equitable to brokers who are
not included in the quorum.]

The resolutions of the Board of Directors are taken by the majority of the members present and
if the votes are equal, the side with which the chairman of the meeting votes shall prevail.

The deliberations of the Board of Directors shall be recorded in the minutes of meeting of the
session and its resolutions shall be recorded in a special register and signed by all the attending
members. Each member opposed to any resoleutions adopted by the Board of Directors shall
record his objection in the minutes of meeting -of the session and in -the register of the Board of
Directors’ resolutions.

The chairman of the Board of Directors may invite any individual with
certain experience to attend any of the Board of Directors’ sessions.

Such an individual shall not have the right to vote.

The services of the representative of any member in the Board of Directors shall be terminated
upon a resolution of the Board of Directors in any of the following cases:-

1. The assumption of a ministerial post or any other official post in any governmental agency.
2. The failure to attend three consecutive meetings of the Board of Directors without an
excuse accepted by the Board of Directors or the failure to attend five consecutive
meetings regardless of the reasons.

The loss of his legal capacity or his inability to perform his work.

The termination of his services with the Member.

His conviction of any crime, misdemeanor or punitive penalty involving moral or trust.
The declaration of his bankruptcy.

The loss of any membership condition by the Member that-he represents.

No o w



Article (18)

Article (19)

Paragraph (A) of this Article, with the exception of Sub-Paragraphs (4) and (7), shall apply to
the members appointed by the Board. The resolution of the Board of Directors shall be subject
to the Board’s approval. The Board shall have the right to terminate the membership of any of
the members appointed by it.

The membership of the Member in the Board of Directors shall be suspended if the
cempanyMember he represents -is suspended from conducting its operations for a maximum
period of three months. If the period exceeds that, then the position of this company shall be
considered vacant.

The membership of the Member in the Board of Directors shall terminate if the Member
submits its written resignation or permanently suspends its operations for any reason
whatsoever.

If a Member wishes to replace its representative in the Board of Directors at any time within its
membership period or if its representative dies or his services are terminated for any reason
whatsoever before the end of the membership period of the Member, the Member shall appoint
a substitute that fulfills the membership conditions.

If the position of any elected member of the Board of Directors becomes vacant before the end
of its membership period for any reason whatsoever, the Board of Directors shall appoint a
substitute. This alternate shall be presented to the General Assembly in the forthcoming meeting
for approval or to elect another member to occupy this vacancy. If the position of the members
appointed by the Board becomes vacant, an alternate shall be appointed in the same way in
which he was appointed.

The chairman and the members of the Board of Directors shall continue to exercise their duties
after the end of their term until new members are elected to replace them and for a period not
exceeding six months.

The Board of Directors shall assume the following authorities and responsibilities:

A-

Establish the Center’s general policy to guarantee the management and development of its

operations and activities including the following:

1. Adopt all the necessary measures to observe the implementation of the Law in relation to

the Center’s operations, the by-laws, instructions and relevant resolutions issued pursuant

thereto.

Monitor the operations of the Center to achieve its objectives.

Approve the Center’s budget and supervise its execution.

Prepare and present the balance sheet and financial statements to the General Assembly.

Establish rules regulating the assistance of the necessary experts for the due operation of

the Center.

6. Establish the training policy for the Center’s employees.

7. Appoint one or more an-external auditors to audit the Center’s accounts and determine his
fees .

8. Appoint at least aone lawyer e-mere-for the Center and determine his fees

9. Borrow the necessary funds to manage the Center and with the approval of the Board.

Establish the necessary internal by-laws and instructions to direct the Center’s affairs under the

Board’s approval including those related to the following:

1. The procedures for registration of securities, transfer of their
ownership, and clearance and settlement of the trading contracts

related thereto.

2. Specification of the rights and obligations of the parties involved in the securities clearing,
settlement and ownership transfer processes.

3. The time of the vesting of rights of creditors of the parties to securities trades, including
rights with respect to both the cash or cash equivalents and the securities involved, as a
result of the process of sale, purchase or ownership transfer.

4. Information, data, and records that are considered confidential and the persons authorized
to have access thereto, by virtue of their job.

5. Information, data and records that the Center must disclose and the information, data and
records that are accessible to the public for viewing and copying.

6. Standards of professional conduct applicable to the members of the Center, members of the
Board of Directors, to the Executive Manager and the Center’s employees.

7. Determination of the remuneration for the members of the Board of Directors.

arwn



Article (20)

Article (21)

Article (22)

Article (23)

A-

8. Determination of transportation and travel allowance for the members of the Board of
Directors, the Executive Manager and the Center’s employees.

9. Organizational structure, employees by-law, financial by-law, purchases by-law, the
employees’ housing and provident funds and the internal by-law of the Center’s proceeds.

The appointed members of the Board of Directors and the
representatives of the elected members shall disclose to the
Commission and the Center of all the Jordanian securities and any
other contributions or shares in any Financial Services Company
owned by them or their relatives and any change that occurs thereto
within seven days from the date of the change.

The elected members of the Board of Directors shall disclose to the
Commission and the Center of the contributions or shares owned by
them in any Licensed Person, Member of the Center, who is not a
bank and any change that occurs thereto within seven days from the

date of the change.

The chairman, the members of the Board of Directors and any representative must conduct

their work for the interest of the Center. They are restricted especially by the following:

1. Disclosure of any interest that concerns them in relation to any subject presented to the
Board of Directors for discussion. In such a case the concerned member must leave the
session and must not participate in the voting when the resolution is taken.

2. Maintain the Center’s confidential information and not to disclose such information to any
other party.

3. Not exploit any information obtained by virtue of their membership or representation in the
Board of Directors for their own benefit or for the benefit of any other party.

The chairman and members of the Board of Directors shall be responsible for every violation

committed by the Board of Directors to the legislations in force.

The responsibility mentioned in Paragraph (D) of this Article shall not include any member who

proved his objection in writing in the minutes of meeting of the Board of Directors’ in which

the resolution that violated the legislations in force was taken.

Chapter Five

The Executive Manager
The Board of Directors, with the approval for the Commission, shall appoint a full time
Executive Manager by a contract for a specified period which contains his remuneration,
benefits and other financial rights. The Board of Directors may end the services of the Executive
Manager in the same way.
The Executive Manager shall not engage in any other activity or be
partner, shareholder, or representative of any Licensed Person.
The Executive Manger shall perform his responsibilities in accordance with the internal by-laws
and instructions in force at the Center and performs any other responsibilities specified by the
Board of Directors.

The Executive Manager shall be chosen from among experienced and efficient individuals in the
financial and economic fields. He must:

A-
B-
C-

D-
E-

A-

be Jordanian
enjoy full legal capacity.
have an experience of at least fifteen years in the economic and

financial fields.

have obtained his first university degree at least.

have not been convicted of any crime, misdemeanor or a punitive penalty involving
moral or trust or his service in any post has terminated for such reasons.

The Executive Manager pursues all the administrative, financial and technical affairs of the

Center. He is responsible before the Board of Directors thereof as well as of the following

1. Follow up the implementation of the Law, by-laws, instructions and resolutions issued
pursuant thereto.

2. Execute the Board of Director’s resolutions.



Article (24)

Article (25)

Article (26)

Article (27)

Article (28)

3. Sign all the relevant documents and correspondences necessary for the Center’s
operations in accordance with the policies determined by the Board of Directors.

4, Appointing employees at the Center pursuant to the provisions of the Employees’ By-
Law and the resolutions of the Board of Directors.

5. Follow up the due operations of the Center and the performance of its employees and
administrative body.

6. Prepare the draft annual budget and present it to the Board of Directors before the 30" of
November of each year.

7. Present the quarterly financial statements to the Board of Directors.

8. Present the bi-annual financial statements audited by the auditor to the Board of
Directors.

9. Present the balance sheet and the financial statements for the previous fiscal year audited
by the auditor to the Board of Directors before the end of February of the following year.

10.  Pursue all the -powers and further activities assigned to him by the Board of Directors.

11.  Provide the Commission with copies of the -resolutions of the General Assembly and the
Board of Directors.

The Executive Manager may delegate any of his -powers to a high ranking employee at the

Center with the approval of the Board of Directors. The delegation must be written and specific.

The Board of Directors shall appoint a deputy for the Executive Manager to manage the Center’

affairs in case the Executive Manager is absent or his position becomes vacant.

The Executive Manager and any of the Center’s employees shall disclose to the Board of
Directors and the Commission of any securities owned by him or at his disposal immediately
upon assuming his post and any change that occurs in that regard.

The Executive Manager and the Center's employees shall not be a
partner, shareholder, or representative of any Licensed Person or any of

the Center's Members.

With regard to Paragraph (B) of this Article, the Executive Manager and any of the employees
of the Center are subject to the instructions issued by the Board regulating the possession and
trading of any securities by them.

The Executive Manager and the employees of the Center are prohibited, subject to legal

liability, from:

1. Exploiting any information acquired by virtue of their work at the Center for financial or
moral profit whether directly or indirectly.

2. Disclosing any confidential information acquired by virtue of their work at the Center to
any other party not authorized to view such information.

3. Violating the intellectual property rights of the Center’s electronic systems.

The Executive Manager and the Center’s employees shall maintain confidential documents in a

safe place where no person can view them.

The Center’s employees shall inform the Executive Manager of any fault or improper use of the

Center’s systems or the possibility of the existence of any programs that may affect the

information and data maintained in those computers and programs.

The Executive Manager and the Center’s employees shall take all the necessary measures and
precautions to safeguard the Center’s computers and electronic systems and shall not permit any
unauthorized person to use its computers and systems.

Chapter Six
The Center’s Fiscal Year And Revenues

The Center’s fiscal year shall begin on the first day of January of each year and shall end on the 31% of
December of the same year.

The revenues of the Center shall consist of:

A-

B-

Associations membership fees, annual subscription membership fees collected from its
Members and the registration fees, commissions, fees, charges and fines stipulated by the
Center’s internal by-laws

Proceeds of the Center’s property, returns from its funds and sale of

its assets.



Article (29)

Article (30)

Article (31)

Article (32)

Article (33)

C-

Contributions, grants, aids and donations that are approved by the Board.

The Center shall deposit its funds at a bank or more in the Kingdom pursuant to the bases and
resolutions of the Board of Directors.

The Center shall maintain the following:

A-

B-

Accounting records and books organized in accordance with internationally adopted
accountancy standards.

The books and records necessary to conduct its operations in accordance with its internal by-
laws and instructions issued by the Center.

The Center shall maintain a general reserve for the Center’s annual

surplus in every fiscal year.

Any deficit in the revenues and expenditures account of the Center for any fiscal year shall be
covered from the general reserves. If the general reserves are insufficient to cover the deficit, it
shall be covered by equal payments from the Center’s Members, such payments shall be
credited for Members against net future revenues.

Notwithstanding what is stated in Paragraph (A) of this Article, the Center’s Board of Directors
may, subject to Board approval, borrow the amount sufficient to cover part or all of the deficit .
Upon termination of its legal personality whether by dissolution, liquidation or termination in
any manner, the Center’s property shall -be transferred to the Public Treasury.

Chapter Seven
General Provisions

The Center’s funds and rights against others shall be deemed as domanial property, to be collected in
accordance with the provisions of the Collection of Domanial (State) Property Law in force.

The Internal By-Law of the Securities Depository Center issued by the Board of Commissioners of the
Securities Commission on the 12/8/1999 shall be cancelled.
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The Internal By-Law of the Membership and Code of Conduct for the Year 2004

Issued Pursuant to Articles (80) & (83/A) of the Securities Law No. (76) for the

Year 2002

Article (1)

Article (2)

Atticle (3)

This By-Law shall be called the “Internal By-Law of the Membership and Code of Conduct for the
Year 2004” and shall come into effect as of 12/5/2004.

A-

A-

Chapter One
Definitions
The following words and expressions used in this By-Law shall have the meanings ascribed
thereto hereunder unless the context indicates otherwise:

The Law : The Securities Law in force.

The Commission : The Securities Commission.

The Board : The Board of Commissioners of the Commission.

The Center : The Securities Depository Center.

The Board of Directors . The Center’s Board of Directors.

The Executive Manager : The Center’s Executive Manager.

The Market/Stock Exchange . The Amman Stock Exchange or any trading market in

securities licensed by the Commission (this implies a
foreign _exchange cannot become a member: e.g. a
foreign depository could not open an account at the

Depository).
The Broker :  The juristic person licensed by the Commission (no
foreign broker?) as a financial broker or dealer.

The Custodian : The juristic person licensed by the Commission (no
foreign custodian?) to
provide safe custody for securities.

The Public Issuer . The Issuer who has filed a prospectus that

has become effective with the
Commission for any of its Securities (this
definition currently precludes a foreign
issuer). It could also exclude the
Government or an issuer of exempted

securities.
The Member . The Center’s Member.

The words and expressions not defined in this By-Law shall have the
meanings assigned to them in the Law unless the context indicates
otherwise.

Chapter Two
Membership
Membership in the Center
Membership could be broken down by services: registry service Members, depository service
Members, clearing and settlement service Members.
shall be mandatory for the following entities:
Current wording prevents other entities from becoming voluntary members.
Also precludes a foreign depository from opening an account at the Center unless it becomes
a Member and votes at the General Assembly: is this desirable?
1. The public shareholding company.
How does it differ from a ““ Public Issuer “* ?
2. The Public Issuer.
3. The Broker.
4. The Custodian.



Article (4)

Article (5)

5. Any other entity determined by the Board.

The Board of Directors alone should not be authorized to determine who can and
cannot become a Member. All the Board should do is adopt standards for
Membership. This should be agreed to by Members also, via the By_Laws, who need
to be protected and who, like when in a General Assembly, constitute the supreme
authority of the SDC. It is these by-laws only that must set forth eligibility, standards
and requirements to become a Member, and should not be delegated to the discretion
of the Board. The current provision above should be deleted.

Membership may eventually be extended to regulated domestic and foreign entities,
such as banks (at least for pledge and custody), portfolio managers (for eventual third
party access), financial institutions such as mutual funds and insurance companies, a
foreign securities depository or clearing house, the central bank of Jordan .... The
membership policy could be revisited for future market needs and accommodate
institutions who could benefit from the services of SDC, and that would also benefit
the market.

The entities referred to in Paragraph (A) of this Article shall fulfill the Center’s

membership conditions and requirements in accordance with this By-Law and

the instructions issued by the Center.

International standards require the filing with SDC of the written
acknowledgement, in the case of statutory and mandatory membership, of a
commitment or statement of major rights and liabilities of the Member, such
as contributions to a settlement guarantee fund, the loss allocation
mechanism, the funding of SDC in case of financial deficit, the pledge of
assets, etc.. We have provided a sample Membership Commitment for
consideration by SDC’s legal department. The Commitment should preferable
be duly signed by the Chairman of the Board and the Chief Financial Officer

of the Member using SDC services.

The Board of Directors shall issue, upon the recommendation of the Executive Manager, its
decision accepting or refusing the membership within a month from the submission of the
membership application subject to the rejection decision specifying the reasons for the rejection.

The Center's by-laws and instructions shall be binding upon its Members
and the clients of those Members who are Licensed Persons.

The Center’s employees authorized in writing by the Executive Manager may, in respect of the
Center’s functions, and with prior notice to the Member who shall assist such employees,
inspect, and make copies of, the documents and records of any ef-is-Members on its premises;

eitherwith-or-without-prier-netiee, provided any such inspection shall be conducted erby-during

Member’s business hours.

This is to facilitate SDC personnel’s duties.
Allowing authorized Center’s employees to carry out the tasks provided for in Paragraph (A) of
this Article shall be a condition for membership in the Center.

It shall be prohibited to access the Center’s electronic systems and its database except by the
authorized Member pursuant to this By-Law and the instructions issued by the Center.

The Member shall bear the responsibility that results of the use of the Center’s electronic
systems and any information or data obtained through these systems.

The Member shall bear the responsibility as a result of the access to the Center’s electronic
systems by any of its employees, staff or others by using the password designated to that
Member.

The Member shall maintain his own password to access the Center’s electronic systems and
shall be prohibited from providing that password to any person not authorized to use the
systems.



Autticle (6)

Article (7)

E-  The Member shall bear the responsibility of maintaining the safety and confidentiality of the
Center’s electronic systems to avoid any misuse. The Member shall inform his employees of the
necessity and importance of maintaining the safety and confidentiality of the systems and the
matters related to it.

F-  The Member shall inform the Center upon its knowledge of any misuse of the Center’s
electronic systems.

Proposed alternate or additional clauses (please discuss their validity with SDC IT and
internal audit departments):

A Member using the Center’s electronic and communications systems shall ensure:

) the use of terminals that can access the Center’s data communications network is restricted
to its personnel and on its own network and premises;

) its network has no dial access or switched component authorized to access the Center’s data
communications network;

) every individual, who can access Member’s terminals or other equipment, is specifically and
confidentially identified by its log-on identification and password; and

) its auditors confirm to the Center, upon its request, that Member and its employees using
the Center’s systems comply fully with these requirements.

The Member shall prove to the satisfaction of the Center it meets all conditions and requirements to
become a Member, and shall provide the Center with any documents, information or data requested
by the Center and in the manner the Center deems appropriate during the specified period.

This by-law should set forth a procedure for the appeal of a decision to reject the application, or for
a decision to terminate a Member.

Membership is sufficiently important — especially since it is made mandatory by the Law — that it
should be dealt with in all proper care, fairness and diligence, respecting the right to be informed of
reasons for the decision, the right of Member to be heard, and the right to appeal to SDC. We
suggest SDC management be the first instance to make a recommendation to the Board, who
decides, and subject to appeal to the full Board of Directors by a Member.

Section One
Public Shareholding Companies and Securities’ Issuers

A-  The public shareholding company shall, within two weeks of the date of obtaining the right to
commence business, inform the Center in writing and submit an application for the Center’s
membership and provide it with the following documents and data:

Must applicant or Member do so to register new or additional Security issues?

The company’s name and legal status.

The company’s headquarter address.

The company’s registration certificate at the Ministry of Industry and Trade.

The letter that authorizes the company to commence its business.

The decision of the Board approving the registration of the company’s capital and any

change that occurs thereto.

The memorandum and articles of association authenticated by the Controller of

Companies before two weeks at the most from submitting the application.

7. The names of the members of the board of directors, the date of their election, their

terms and the number of securities owned by each.

The name of the general manager and date of his appointment.

The postal address for the Center’s correspondences.
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Autticle (8)

Acrticle (9)

Article (10)

Article (11)

Article (12)

10. The name of the liaison officer with the Center subject to that officer being a high-
ranking executive in the Company.
11. The applicant should be required to provide the Center with:
a certified security holders’ list as of a specific date;
types of securities issued and their rights;
the ISIN or other ID number; and
permission from the Commission to issue those securities

B-  The public shareholding company shall inform the Center immediately in writing of any change
that occurs to the information and data mentioned in Paragraph (A) of this Article.

The conditions for the acceptance of the membership, and the continuation thereof, of the public
shareholding company at the Center shall be:

This addition makes it clear those standards must be maintained to remain a Member, and are not

merely applicable at the time of acceptance of Membership.

It would also be prudent to set forth reasons for not accepting or postponing membership, even

though an applicant qualifies.

A-  The registration of its securities at the Center in accordance with the instructions issued by the
Center.

B-  Provide the Center with a written commitment confirming its undertaking to comply with the
Center’s by-laws, instructions and decisions issued by the Center and pursuant to the form
specified by it.

C-  Provide the Center with a written commitment to fulfill its financial obligations to the Center
upon request.

D-  Pay the association membership and annual subscription membership fees to the Center.

And the undertaking to treat the holders of its Securities entered in the records of the Center

E-  asthe rightful owners of such Securities.

The membership of the public shareholding company at the Center shall terminate in any of the

following cases:

See our comment above on the procedure for rejection, suspension, termination, and appeal.

A-  The issuance of a final decision to terminate its status as a public shareholding company.

B- The issuance of a decision of the voluntary liquidation of the company or an irrevocable
decision of compulsory liquidation.

C-  The termination of its juristic personality.
A default under Articles 3, 5, 6 and 8 should also be specified as ground for termination.

The Government or public institutions upon issuing any securities shall not be considered as Members
at the Center. The Center shall register their securities in accordance with the instructions issued by it.

The provisions of this Section shall apply to the Public Issuer, with the exception of the Government,
public institutions or public shareholding companies, upon issuing any securities through a public
offering or upon the listing of any of its securities in the Market.

There are benefits to the securities market having these exempt entities also be users of the Center,
if not Members. This policy could be revisited by the Center.

Section Two
Brokers
A- The Broker shall apply for the Center’s membership and provide it with the following
documents and data:
The company’s name and legal status.
The company’s headquarter address.
The authorized, subscribed and paid in capital.
The Board’s decision approving the license.
The company’s registration certificate at the Ministry of Industry and Trade.
The letter that authorizes the company to commence its business for public shareholding
companies.

ISR .



Adticle (13)

Article (14)

Article (15)

Article (16)

B-

7. The memorandum and articles of association authenticated by the Controller of
Companies before two weeks at the most from submitting the application.

8. A statement of the names of the partners and their shares in the company if it is a limited
liability company to date.
9. The names of the members of the board of directors or the managers’ committee (as the

case maybe) and the general manager.
10. The names of the authorized signatories on behalf of the company and a sample of their
signatures
11. The names of the Registered Persons
(not a defined expression)
working with
(or employed by?)
the Broker.
12. The name of the liaison officer with the Center subject to that officer being a high-
ranking executive in the Company.
13. The postal address for the Center’s correspondences.

14. There should be a requirement to attest Member’s:
registration as a member of the exchange (Market), and in
“good standing” (no violation of the law or rules, etc), as of the date of application,
with both the Commission and the Market (no suspension, cease-trading, fine or
sanction).
The Member Broker shall inform the Center immediately in writing of any change that occurs
to the information and data mentioned in Paragraph (A) of this Article.

The conditions for the acceptance of the membership of the Broker at the Center, and for the
continuation thereof, shall be:

A-

Open bank accounts for the purpose of paying and receiving payment of the amounts that
represent the value of securities in accordance with the by-laws and instructions issued by the
Center.

Pay its contribution in the Settlement Guarantee Fund specified in the By-Law

issued for this purpose.

Provide the Center with a written commitment confirming its undertaking to comply with the
Center’s by-laws and instructions in accordance with the form specified by the Center.

Provide the Center with a written commitment confirming its undertaking to pay his financial
obligations to the Center and the Settlement Guarantee Fund upon request.

Pay the association membership and annual subscription membership fees to the Center.

A default under some provisions of Articles 3, 5, 6 and 12 should also be a reason for
termination.

Suspension by the Market should be a reason for termination (preferable suspension) at the
Center also.

The Broker shall be prohibited from engaging in the business as a financial broker and dealer until
after a decision by the Board of Directors to accept its membership is issued.

This seems to exceed the authority of the Center who cannot restrict the broker’s right to do
business, under such a right granted by the license issued by the Commission. He may simply have
to use a clearing broker in order to have access to the services of the Center. Please consider the
deletion of this provision, unless otherwise justified or clarifying a point.

The Broker shall:

A-
B-

A-

B-

Abide by all the administrative and regulatory procedures issued by the Center.
Provide the Center with the Board’s approval of the renewal of the license.

The relationship between the Broker and its client is subject to the written agreement concluded

between them.

The Broker shall not identify any person and establish a securities’ account for him unless the

Broker:

1. isauthorized in writing by its client.

2. has obtained all the identification papers necessary to identify its client and establish a
securities’ account for him in accordance with the instructions issued by the Center.



Article (17)

Article (18)

Article (19)

A-

A-

A-

The Center may suspend or restrict any activities, functions, responsibilities, operations or any

of the services that it provides to the Broker and inform the related entities in any of the

following cases:

1. If the Broker does not fulfill its financial obligations during the specified period in
accordance with this By-Law and the instructions issued by the Center.

2. If the Broker losses its required personnel, financial, operational or technical capability
specified in the by-laws and instructions issued by the Center.

3. Ifthe Broker becomes unable to fulfill its financial-obligations to the Center.

4, If the Broker does not fulfill its obligations specified in the By-Law of the Settlement
Guarantee Fund.

5. Inexecution of the Law, by-Laws, instructions or resolutions issued pursuant thereto.

In cases where any of the above measures is taken in accordance with Paragraph (A) of this

Article, the concerned Broker shall be obligated to settle all the suspended transactions to which

it is a party thereto and if it fails to do so, the Center shall take the necessary measures to settle

the suspended transactions as it deems suitable and in a manner that fulfills the interest of other

related parties without holding the Center responsible thereto.

The membership of the Broker at the Center shall terminate in any of the following cases:

1. Cancellation of its license to perform his licensed functions.
2. Cancellation of its membership at the Market.
3. Declaration of its bankruptcy or the issuance of a decision to liquidate it.

The Center should have the right to terminate (preferably suspend) and cease servicing
a broker whom the Center has reasons to believe is experiencing or is about to
experience financial, personnel, operational, IT or other difficulties, even before a
declaration of insolvency. The Center must minimize letting risks enter its system and
membership, for the benefit of Members and the market.

A public issuer does not pose a similar financial threat (it does not default on
settlement, for instance).
4, Termination of its juristic personality.
Please consider making certain Defaults under the Code of Conduct ground for
suspension or termination. Otherwise, what is the validity of a Code if its violation
cannot be fined, sanctioned or reprimanded.
In case the membership of the Broker terminates, the operations of the
Broker related to the Center shall be settled in accordance with the

measures specified by the Center for this purpose.

Section Three
Custodians
The Custodian shall apply for the Center’s membership and provide it with the following
documents and data:
1. The company’s name and legal status.
2. The company’s headquarter address.
3. The authorized, subscribed and paid in capital.
4 The Board’s decision approving the license.
If a custodian is a bank, the Center should also require the bank regulator’s
attestation of license to operate as a bank and the entity’s “good standing”.
The company’s registration certificate at the Ministry of Industry and Trade.
6. The letter that authorizes the company to commence its business for public shareholding
companies.
7. The memorandum and articles of association authenticated by the Controller of
Companies before two weeks at the most from submitting the application.
The names of the members of the board of directors and the general manager.
The names of the authorized signatories on behalf of the company and a sample of their
signatures
10. The name of the liaison officer with the Center subject to that officer being a high-
ranking executive in the Company.
11.  The postal address for the Center’s correspondences.
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Article (20)

Article (21)

Article (22)

Article (23)

Article (24)

Article (25)

Article (26)

Article (27)

Article (28)

B-  The Custodian shall inform the Center immediately in writing of any change that occurs to the
information and data mentioned in Paragraph (A) of this Article.

The conditions for the acceptance of the membership of the Custodian at the Center shall be:

A-  Provide the Center with a written commitment confirming its undertaking to comply with the
Center’s by-laws, instructions and resolutions issued by it and in accordance with the form
specified by the Center.

B-  Provide the Center with a written commitment to fulfill its financial obligations to the Center
upon request.

C-  Pay the association membership and annual subscription membership fees to the Center.

The Custodian shall:

A-  Abide by all the administrative and regulatory procedures issued by the Center.

B-  Provide the Center with the Board’s approval of the renewal of the license.

A-  The relationship between the Custodian and its client is subject to the written agreement
concluded between them.

B-  The Custodian shall not identify any person and establish a securities’ account for him unless
he:

1. isauthorized in writing by its client.
2 has obtained all the identification papers necessary to identify its client and establish a
securities’ account for him.

The procedures issued by the Center shall specify all the matters related to the following issues:

A-  The cases of suspension or restriction of any activities, tasks, responsibilities, operations or any
of the services provided by the Center to the Custodian and the measures undertaken by the
Center in such cases.

The circumstances under which the Center may suspend or restrict activities, as is the case
for termination, must be set forth in these by-laws.

B-  The obligations of the Custodian to the Center.

A-  The membership of the Custodian shall terminate at the Center in any of the following cases:

1. Cancellation of its license to engage in the business of providing safe custody.
Or cancellation of its bank license, for instance.
2. Declaration of its bankruptcy or the issuance of a decision to liquidate it.
Same comment as for the brokers: the Center must have the right to cease servicing an
entity it believes poses or is threatened by a risk of default.
3. Termination of its juristic personality.
Default under the preceding articles, and Code of Conduct.

B- In case the membership of the Custodian terminates, the operations of the Custodian related to
the Center shall be settled in accordance with the measures specified by the Center for this
purpose.

Chapter Three
Code of Conduct

The Member shall abide by the Law, by-laws, instructions and resolutions issued pursuant thereto

including the by-laws, instructions and resolutions in force at the Center.

This repeats Article 20 A-.

It shall be prohibited under legal liability for any Member:

A-  To spread or promote rumors or provide misleading or incorrect instructions, information, data
or declarations in relation to the Center’s operations and its Members.

B-  To behave in any manner which might harm the reputation of the Center or any other Member
or to degrade it .

C-  Use the securities of the clients in safe custody for his personal benefit or gain.

D- Disclose secrets of shareholders or clients that are known to a Member to be secret and not
otherwise publicly available.

The Member shall provide the financial, technical, human and financial resources necessary to
execute and organize its activities and operations in accordance with the Law, by-laws, instructions
and decisions issued pursuant thereto including the by-laws and instructions in force at the Center.

It shall be prohibited for any Member to include in any of the agreements it concludes any provision
that restricts its obligations imposed by virtue of the Law, by-laws, instructions and resolutions issued
pursuant thereto.



Atfticle (29)

Article (30)

Article (31)

Article (33)

The management of the Member, acting as principal or as an agent or for the account of a client,
shall bear the full responsibility of the actions of its employees that violate the provisions of the Law,
by-laws, instructions and resolutions issued pursuant thereto.

So that a Member cannot seek an excuse by the fact he is acting as an agent. The SDC’s recourse
should be against the Member, and SDC should not have to claim against the principal (the
Member’s client). The Member introduced the client in the SDC system, and thus the Memebr
should, as a licensed professional, assume that responsibility. This policy leads most depositories to
provide in tehri rules that if a client takes action against the depository, the Member is responsible
to indemnify the depository against legal and court fees and damages that may be awarded. The
SDC should not be drawn into disputes between the Memebr and its clients. The SDC services the
Member, and the Memebr services the client. The SDC has no relationship with the client (except
when providing a registry service, and this may be debated as well, as considering the issuer a
Member who provides services to the client_security holder).

The Members shall protect the information related to each of them that enables them to access the
Center’s electronic systems and not to use any software until after making certain of its safety and that
it does not affect the Center’s electronic systems.

Network protection already dealt with above.

The Members shall inform the Center upon the occurrence of any violation of the intellectual property
rights of the Center’s electronic systems or any default or misuse of the Center’s systems or the
possibility of the existence of any software that might influence the information and data maintained
in those computers or software.

To the extent of its knowledge of such matters, a Member shall report to SDC,;

A- aviolation of SDC by-laws, rules and services;

B- an error regarding any data;

C- fraud, criminal and unauthorized activity, access or use committed or suspected to be
committed in connection with a service; and

D- the negligence or omission by another Member or SDC staff.



Appendix C. Detailed Comments — Instructions on the Disclosure of
Information Data and Records for 2003

tastruetions-Rule on the Disclosure of Information, Data and Records ef-at
the Securities es-Depository Center for the Year 2003

Issued Pursuant to Article (83/A) of the Securities Law No. (76) for the Year
2002




Aurti

cle (1)

Article (2)

Arti

cle (3)

A-

A-

These-InstructionsThis Rule shall be called the “Instructions-Rule
on the Disclosure of Information, Data and Records atef the
Securities Depository Center for the Year 2003” and shall come
into effect as of 5/10/2003.

The following words and expressions used in these-tastruetionsthis Rule shall have the
meanings ascribed thereto hereunder unless the context indicates otherwise: -

“Rule” could be used to replace By-Law or Instruction, to indicate the “consensual”
aspect of the provisions, particularly since Issuers are not Members, and can hardly be
bound by a By-Law.

The Law . The Securities Law in force.

The Commission : The Securities Commission.

The Board : The Board of Commissioners of the Commission.

The Center : The Securities Depository Center.

The Market/Stock Exchange : The Amman Stock Exchange or any trading
market in securities licensed by the Commission.

The Board of Directors : The Center’s Board of Directors.

The Executive Manager . The Center’s Executive Manager.

The Members . A public shareholding company, public issuer,
broker, custodian and any entity determined by the
Board.

The words and expressions not defined in these—tnstructionsthis Rule —shall have the
meanings assigned to them in the Law unless the context indicates otherwise.

The following information, data and records areshat-be censidered-confidential, unless
otherwise publicly available-by-virtue-of their-its-hature:

“Are” indicates a definite character of confidentiality.

“Unless...” will serve as a defense to SDC, if confidential information is released but

such information was public at the time the breach took place (in newspaper, press

communique, commonly known, released by the issuer, etc.).

1. The registers of owners of securities deposited at the Center, any data regarding the

owners of securities, the amount of their ownership and the restrictions imposed
thereto.
Note: when SDC registers become by law the public registers of ownership and
other rights in securities, they should be publicly accessible, under written request
at specific conditions, to verify securities ownership, pledges, etc.. (Artic le 9). We
understand the law requires only the issuer to disclose this information. Care
should be taken the information released by the issuer is the exact same one as
that in the records of SDC, and there is no discrepancy, particularly if the issuer
is not diligent in updating its records after it receives the information from SDC.
Perhaps there should be an obligation in the By-Laws on issuers to refer persons
to consult the SDC records only, which records are the most up-to-date at any
time.

2. The information and data received by the Center from the Market regarding the
details of the trading transactions executed through the Market.



Aurti

cle (4)

The information and data regarding the transfer of ownership transactions executed
directly by the Center.

The information and data regarding cash settlement of trading transactions
conducted by the Center.

The information and data regarding elients—ef-the Center’s Members that-are
licensed—as—financial-brokers,—dealers—or—custodians, their securities accounts,
balances and movements executed thereto.-

The information, data and records expressly that-are—censidered
declared confidential-by—their—nature— and thatare-viewed by the
authorized employees of the Center while performing inspections of
the Members’ records.

Otherwise it is impossible to ascertain the confidentiality of
information and is subject to interpretation and debate. One cannot
impose an obligation when the violation is not specific and subject

to varying interpretation.

The information, data, records and documents provided to the Center by
governmental entities, the Commission, the Market, the Members, or by any other
entity and thatwhich— are econsidered—expressly declared confidential by that
entity.

Same comment as above. This obligation is too general, and most documents filed
with Government agencies are of a public nature.

The Board of Directors’ deliberations and decisions.

Should this not be considered as an “internal” matter, to be addressed by the
corporate by-laws instead, as it does not relate to Depository “services” and only
Board members, the Secretary of SDC, upper management and its employees who
are in the position to release such information to Members or the public? Some
decisions must be released in order to be implemented.

Notwithstanding the provisions of Paragraph (A) of this Article, the following entities shall
be authorized to view the information, data and records stated in Paragraph (A) of this

Atrticle.
1.

4.

The Board of Directors in respect of any information and data related to any matter
included in its meeting’s agenda, to the extent required to -which-enable the Board
of Directors to perform their dutiestake-the- apprepriate-decision-regarding that
matter.

Even Board members should not be entitled to any SDC information: it should be
made accessible to all Board members or members of a Board Committee, not to
individual Board members, and only when necessary.

The Executive Managernd and the Center’s employees authorized by him to the
extent required to enable them to perform their tasks and duties.

The respective external auditors of SDC and its Members, including information
of or under other Members’ management, to the extent required to perform their
professional duties.

[The central bank of Jordan to enable it to fulfill its function as fiscal agent] (if
Government securities are on deposit or cleared at SDC).

We consider these additions necessary.

The Board of Directors upon—the—Executive—Managers—+ecommendation—may, by an

amendment to this Rule, -consider any other information, data or records confidential or
lift the confidentiality of any information, data or records mentioned in Paragraph (A) of
this Article.

Any information declared confidential must be specified in order to inform those under
the obligation of confidentiality. -

The Commission, a Member’s regulator, and a judicial or administrative court or tribunal shall,
upon a written order of a court, tribunal, the Commission or a Member’s regulator pursuant to
a specific provision of the law, or upon a request of the Commission, a Member or security



Aurti

Arti

Arti

Acrti

Arti

Arti

cle (5)

cle (6)

cle (7)

cle (8)

cle (9)

cle (10)

holder regulator, or of a public entity (such as the central bank of Jordan) pursuant to a
previously executed written agreement with it, -have the right to view the data, information and
records mentioned in Paragraph (A) of Article (3).

Prior to disclosing any information under Article (4), or as soon as practicable thereafter, the
Executive Manager shall notify the Member concerned of the order or request, unless
specifically prohlblted to do so by the law, agreement court tnbunal Commlssmn regulator or
publlc entlty s . A ,

A- The issuer of securities shall have the right to view the information, data and records
maintained by the Center related to such issuer or the owners of its securities and is entitled
to obtain a copy of them as of a specified date.

B- The broker or custodian shall have the right to view the information, data and records
maintained by the Center related to such broker or custodian or any of its clients and
insofar as these information, data or records concern it.

C- The owners of securities deposited at the Center shall have the right to view the data related
to them or their ownership of securities and obtain statements or documents regarding their
ownership.

D- Any person shall have the right to view or obtain the necessary information regarding

the owners of a specified Security concerning the influence of the votes of Security
holders, an offer to acquire or exchange Securities, or any other matter related to the
affairs of the Issuer of such a Security.

[In the case of a take over bid, for instance, mergers and acquisitions, a shareholder
resolution, etc.]

A- The Executive Manager or whomever he authorizes in writing may publish the following
information and data:
1. The names of the Center’s Members and their addresses.
2. The securities registered at the Center, their status, numbers, figures and ISINs
allocated by the Center.
3. The Center’s annual financial statements audited by the Center’s auditor.
4. The statistical data related to corporate actions.
B- The Executive Manager or whomever he authorizes in writing may disclose the

information and data mention in Sub-Paragraphs from (1) to (5) in Paragraph (A) of Article
(3) of these-tnstruetionsthis Rule in an accumulated statistical method provided that such
disclosure should not infringe the confidentiality of those information and data.

The Executive Manager or whomever he authorizes in writing, and as part of performing his
responsibilities and duties, may provide any other entities linked with it or the entities that have
entered into an agreement with the Center with information or data that is considered confidential
for the purposes of performing the duties assigned to such entities but subject to the public interest
requirements.

A- The public may view the information and data mentioned in Article (8) of these
tastruetionsthis Rule and may obtain a copy in return for a fee.

B- [As it stands we con5|der thls prOV|S|on Ihe—Exeeu&we—Manager—er—whemever—he




Arti

Arti

Aurti

cle (11)

cle (12)

cle (13)

The Executive Manager or whomever he authorizes in writing may disclose information and data
which he is authorized to disclose by virtue of these-tastructionsthis Rule and publish them in the
way he deemed appropriate including publishing on the Center’s website or any other information
network and the Center may cooperate with any other institution to publish such information and
data.

A- The Board of Directors, their representatives, the Executive Manager, the Center’s
employees, the legal advisor, the Center’s auditors or any other person or entity are
prohibited from:

1. Disclosing information, data and records that are considered confidential by virtue
of these-tastruetionsthis Rule.

2. Taking advantage of any information and data referred to in Sub-
Paragraph (1) of Paragraph (A) of this Article to gain any material or
moral gains for himself or for others under legal responsibility

according to the laws, regulations and instructions in force.
B- The prohibition stated in Paragraph (A) of this Article shall remain valid even after the
termination of the membership of a member of the Board of Directors or after any person
mentioned in Paragraph (A) of this Article has left his job.

The Board of Directors may issue the necessary decisions to implement these-tastruetionthis Rules.
Recommendation on means of implementation:
- apledge of confidentiality be signed by all employees, as a condition of their continued
employment — we can provide a sample
- a written periodical (semi-annual) reminder to all employees of their obligation of
secrecy by the Executive Manager.
It is important SDC takes appropriate active measures to ensure compliance with this
obligation of confidentiality. If an employee breaches the rule, at least SDC may not be
blamed if it took appropriate measures to remind its employees of their obligation.



Appendix D. Security Depository Center’s Proceeds for 2004

| The Internal By-Law of the -Securities Depository Center's Proceeds for the Year

2004
Issued Pursuant to Article (84) of the Securities Law No. (76) for the Year
2002
Article (1) This By-Law shall be called the (Internal By-Law of the Securities Depository Center’s

Proceeds for the Year 2004) and shall come into effect as of 1/1/2004.

Article (2) A-  The following words and expressions used in this By-Law shall have the meanings
ascribed thereto hereunder unless the context indicates otherwise:-

The Law . The Securities Law in force.

The Commission . The Securities Commission.

The Board . The Board of Commissioners of the Commission.

The Center . The Securities Depository Center.

The Board of Directors . The Center’s Board of Directors.

The Market/Stock Exchange :  The Amman Stock Exchange or any Trading Market
in Securities licensed by the Commission.

The Broker : The judicial person licensed as a financial broker or

dealer-



The Member . A public shareholding company, public issuer,

broker, custodian and any entity determined by the
Board.

This comment pertains to the Membership By-
Law, but provision should be made to include the
opening of an account by a foreign regulated
securities depository.

The introduction of any member, or user of SDC
services poses a risk, and should be addressed by
the legal documentation, even if it is stipulated it
will be by way of an agreement with the other
entity.

At the opposite end, ithe documentation should
give SDC the authority to enter into an agreement
with another securites depository where it wishes
to open an account to service its Members.

Such provisions are meant to set standards
acceptable to SDC and Members, and to minimize
SDC’s liability.

In addition, SDC should consider a provision
waiving its entrance and annual flat fees for a
foreign Depository who wishes to open an account
for cross-border settlements and who is willing to
grant reciprocity to the Center in waiving its own
fees as well. This is common procedure.

B-  The words and expressions not defined in this By-Law shall have the meanings assigned
to them in the Law unless the context indicates otherwise.

Article (3) A-  The Center collects the commissions, fees and other charges specified in this By-Law
and the attached Schedule.
B.  The Center’s revenues include the following:

1.
2.
3.

IS

The association fees for the Center’s membership.

The annual subscription fees for the Center’s membership.

The registration fees for government bonds, bonds issued by public institutions
and municipalities and corporate bonds and shares and investment units issued
by closed mutual funds.

The charges and fees for -services provided by the Center.

The commissions for trading and ownership transfer of securities.

The fines imposed by the Center on its members and securities’
issuers in accordance with this By-Law and the Instructions issued
by the Center.

Any commissions, fees or charges specified by the agreements concluded with
the Center.

Any commissions, fees or other related charges determined by the Board of
Directors with the approval of the Board.

Association Membership Fees




Acrticle (4)

Article (5)

Article (6)

Article (7)

A-

The Center shall collect association membership fees from its members and for one time
only of (0.0005) five per ten thousand of the subscribed capital with a minimum of
(1000) one thousand Dinars and a maximum of (5000) five thousand Dinars.

This fee structure, as an alternative, could also take into consideration other bases on
which to calculate the entrance fee, such as the value of securities under
management, depending on the nature of the business or structure of a financial
institution, like a mutual fund.

A one time fee is most appropriate: new Members should “buy” their participation in
the services, huge benefits and adavantages of SDC, in part owed to the collective
contribution of SDC and all Members in “improving” the systems and contribution to
its development and acquisition of assets and equipment.

Notwithstanding the provision of Paragraph (A) of this Article, the member whose
membership has been previously terminated for any reason and resumes its membership
at the Center shall not pay any new membership fees.

There is no compelling reason to exempt a Member who has been terminated (and
caused the burdening of SDC resources) from paying the regular entrance fee: this
fee could assist the Center in recovering time spent on delinquency, at the expense of
other Members. This could be considered an incentive to remain a “good” Member,
and a sanction on delinquent ones.

Annual Subscription Membership Fees

The Center shall collect from its members annual subscription membership fees in accordance
with the following:-
It would be helpful to indicate the purpose of such fees, and the basis for their calculation.

A-
B-
C-

D-

(500) Five hundred Dinars from the broker.

(500) Five hundred Dinars from the custodian.

(1250) One thousand two hundred and fifty Dinars from the public shareholding
company and the private shareholding company, the Member, before the transfer of its
Shareholders’ Registers to the Center.

After the transfer of the Shareholders’ Registers of the public shareholding companies
and private shareholding companies to the Center, the Center shall collect an amount of
(0.0005) five per ten thousand of the subscribed capital -with a minimum of (1250) one
thousand two hundred and fifty Dinars and a maximum of (10000) ten thousand Dinars,
in substitute of the fees mentioned in Paragraph (C) of this Article.

The Center shall collect annual registration fees for registering government bonds, bonds
issued by public institutions and municipalities and corporate bonds and shares and investment
units issued by closed mutual funds in accordance with the following:

This and the following provisions must indicate from whom the fees are collected: e.g., the
issuer, the security holder?

A-

B-

Registration fees before the transfer of the owners’ registers of (500) five hundred
Dinars for each issue.

Registration fees after the transfer of the owners’ registers of (0.0003) three per ten
thousand of the nominal value of each issue with a minimum of (500) five hundred
Dinars and a maximum of (2000) two thousand Dinars.

The Center shall collect annual subscription membership fees when the issuer of the
security increases its capital and securities’ registration fees upon the issuance of new
securities in accordance with the amounts and percentages mentioned in Articles (5) and
(6) of this By-Law for the remaining period of the year in which the issue was made.

If the owners of securities’ registers are transferred at any time during the year, the
issuer has to pay the annual subscription membership fees and the securities’
registration fees after the transfer of the owners of securities’ registers specified in this
By-Law for the remaining period of the year.

Securities Ownership Transfer Commission



Article (8)

Article (9)

Article (10)

A-

A-

A-

SDC could consider whether its fees could be based on transactions, number of
accounts, etc., rather than value. Please see comment in the Report. The basic
principle of pricing is the cost to the Center of rendering the service, plus the
resources SDC may need now and in the future, as well as any contingency fund and
reserves (pricing policy).

The Center shall collect a trading commission for the transfer of the ownership of
securities traded at the Market (with the exception of government bonds, bonds issued
by public institutions and municipalities and corporate bonds) of (0.0004) four per ten
thousand of the market value of securities and from each party of the contract.

Please specify from whom the fee is collected. An indication of the purpose and basis
for calculation would be appropriate.

The Center shall collect a trading commission for the transfer of the ownership of
government bonds, bonds issued by public institutions and municipalities and corporate
bonds traded at the Market of (0.0001) one per ten thousand of the market value and
from each party of the contract.

Same comment as to specifying who pays such fees.

The Center shall collect a commission for the transfer of the ownership of securities

(with the exception of government bonds, bonds issued by public institutions and

municipalities and corporate bonds) for transactions excluded from trading through the

Market of (0.0015) fifteen per ten thousand of the market value and from one party with

a minimum of (250) two hundred and fifty fils in the following cases:-

Same comment.

1. Inheritance transfers.

2. Wadf of securities whether charitable or descendentiary.

3. Wills in securities.

4 Transfers that occur in accordance with the Law of the Government’s Acquisition
of Monies that Reach Limitation.

5. Transfers in accordance with decisions of courts and execution departments.

The Center shall collect a commission for the transfer of the ownership of securities

(with the exception of government bonds, bonds issued by public institutions and

municipalities and corporate bonds) of (0.002) two per one thousand of the market value

and from one party with a minimum of (250) two hundred and fifty fils in the following

cases:-

1.  Family transfers that occur between ascendants and descendants and between
Spouses.

2. Donating securities to religious, charitable or social associations registered at the
competent authorities.

3. Transfer of ownership of securities from a joint account or margin account to an
independent account.

4. Transfer of ownership of securities from an independent account to a margin
account.

The Center shall collect a commission for the transfer of the ownership of government

bonds, bonds issued by public institutions and municipalities and corporate bonds for

transactions excluded from trading through the Market of (0.0001) one per ten thousand

of the market value of the contract and from one party with a minimum of (250) two

hundred and fifty fils.

Same comment.

The Center shall collect a commission for the transfer of the ownership of “non-traded
securities” in the Market (with the exception of government bonds, bonds issued by
public institutions and municipalities and corporate bonds) of (0.0014) fourteen per ten
thousand of the market value and from each party of the contract with a minimum of (1)
one Dinar for each party, including:

Please see comment on proceeds in the Report, on the appropriateness of charging a
commission based on value, for bond transactions.

1. Transfer of securities suspended from listing.

2. Transfer of securities suspended from trading.

3. Transfer of non- listed and non-traded securities through the Market.



Article (11)

B-  The Center shall collect a commission for the transfer of the ownership of government
bonds, bonds issued by public institutions and municipalities and corporate bonds in the
cases mentioned in Paragraph (A) of this Article of (0.0001) one per ten thousand of the
market value and from each party of the contract with a minimum of (1) one Dinar for
each party.

C-  The market value mentioned in Paragraphs (A) and (B) of this Article is calculated
based on the last closing price of the security or the agreed upon price whichever is
higher. In case where there is no closing price, the market value is calculated based on
the nominal value of the security or the agreed upon price whichever is higher.

The Center shall collect, from the broker, commissions in exchange for conducting financial
settlements of trading transactions executed through the Market that represent the fees that the
Center pays to the Settlement Bank for the issued transfers in addition to (500) five hundred
fils for each transfer.

The SDC has an obligation to satisfy itself the Settlement Bank fees it charges its Members
are reasonable. Some Boards require management to request bids from various acceptable
and qualified commercial banks.

Other Revenues

Article (12)

Article (13)

Article (14)

Article (15)

Article (16)

The selling broker shall pay the fines for the sale without a balance or any deficit therein and

the differences in the prices in accordance with the following:-

A-  The differences in prices which represent the difference in minus between the cover
price and the sale price.

B-  The fines for the sale of securities in deficit of (10%) ten percent of the market value of
the securities in deficit and in any case the fine shall not be less than (2) two Dinars for
each transfer deed.

C-  The fines for the sale of securities in deficit shall not be due if the sale of securities in
deficit transaction resulted from:

1.  a mistake by the company [not a defined term], issuer of the security, subject to
the mistake being documented.

2. a mistake by the Amman Stock Exchange subject to the mistake being
documented.

3. amistake by the Center.

4.  the sale of securities subject to a pledge or a lien and the pledge or lien restriction
is released on the date of the sale.

A-  The issuer of the security shall pay fines for not returning the transfer deeds in which
securities in deficit were sold for more than two business days from the date of
receiving these deeds of (5%) five percent of the market value of the securities in deficit
as in the concerned transfer deed and with a minimum of (10) ten Dinars.

B-  The issuer of the security shall pay the delay fines for not returning the transfer deed to
the Center that has not fulfilled the conditions specified in the Law, by-laws and
instructions for more than two business days from the date of receiving the transfer deed
of (10) ten Dinars for each deed.

The Center provides the services of distributing cash dividends, interest and the value of
bonds or corporate bonds as of the due date on behalf of the issuer of the security and in
exchange for a service charge of (0.0005) five per ten thousand of the amounts that have been
distributed on behalf of the issuer.

The Center provides the services of distributing the invitations for general assembly meetings
and the annual report on behalf of the issuer of the security in exchange for a service charge
determined by the Board of Directors by virtue of an agreement between the parties.

A-  The Center provides the issuer of the security with a statement of the owners of its
securities for free once annually.



Article (17)

A-

Subject to the provisions of Paragraph (A) of this Article, the Center collects a charge in

exchange for providing the issuer of the security with a statement that shows the names

of the owners of its securities and the number of securities owned by each in accordance

with the following:-

1. (5) Five Dinars in exchange for providing the issuer with a statement of its owners
of securities on a soft copy.

2. (250) Two hundred and fifty fils for each page and with a minimum of (5) five
Dinars if the issuer is provided with a statement of the owners of securities as a
hard copy.

The Center provides the services of on line communication between the Center and its
members and issuers of securities in exchange for the fees specified in the attached
Schedule.

The Center does not charge any fees for on line communication between the Center and
its members for the first Computer.

General Provisions

Article (18) A-  The annual subscription fees for the Center’s membership and the registration fees for
government bonds, bonds issued by public institutions and municipalities and corporate bonds
and shares and investment units issued by closed mutual funds specified in this By-Law shall be
due on the first day of January of each year.

B-  Parts of the month shall be considered a whole month for the purposes of annual subscription
fees for the Center’s membership and the securities’ registration fees mentioned in this By-
Law.

C-  Subject to the provisions of Paragraph (B) of this Article, the registration fees of government
bonds, bonds issued by public institutions and municipalities and corporate bonds and shares
and investment units issued by closed mutual funds that are registered for the first time shall be
calculated from the date of registration at the Center until the 31/12 of the same year or the date
of redemption whichever is less.

D-  Subject to the provisions of Paragraph (B) of this Article, the annual subscription fees for the
membership of new members of public shareholding companies and private shareholding
companies shall be calculated as of its securities registration date at the Commission and until
31/12 of the same year.

Article (19) The concerned person shall bear the stamp duties specified in the Stamp Duties Law in force for any

transaction executed through the Center and where such duties are due.

The Stamp Duty Tax Law should simply be abrogated on securities transactions and operations

handled through the SDC.

Article (20) A-  The member shall settle and pay the Center’s claims of charges, fees or commissions due to the
Center within two weeks from the date of the claim.

B-  The Center shall have the right to refrain from providing any services to the Member who did
not fulfill all its obligations to the Center.

Article (21) The fees and fines specified in the attached Schedule, which is considered an integral part of this By-

Law, shall be collected.

Article (22) This By-Law shall replace the Internal By-Law of the Securities Depository Center’s Proceeds issued

with the approval of the Board on 4/7/2000.

Article (23) The Board of Directors may issue the necessary decisions to implement this By-Law.

Securities Depository Center’s Revenues Schedule
(Fees and Fines)
Number Item Amount in Dinar/Percentage
First Fees:
A- | Service fees paid by the Member
1. | Fees for the issuance of transfer deeds in exchange for lost | (5) Five Dinars for each deed or statement.




deeds or fees for the issuance of a statement of transfer
deeds in exchange for lost statements.
2. | Fees for updating the registers of the owners of securities as | (100) One hundred fils for each shareholder.
a result of distributing stock dividends, stock splits or
merger or decrease of capital paid by the issuer of the
security.
3. | Fees for returned transfer deeds. (1) One Dinar for each deed.
4. | Fees for correcting data of transfer deeds. (5) Five Dinars for each transfer deed.
5. | Fees for account set-up on the Center’s database paid once | (250) Two hundred and fifty fils for each account.
for each account paid monthly.
B- | Service fees paid by the securities’ owner
1. | Fees for updating client data and information on the | (250) Two hundred and fifty fils.
Center’s database.
2. | Fees for freezing and unfreezing securities by the request of | (5) Five Dinars for each transaction.
the client and paid by the client.
3. | Fees for placing a pledge on securities. (5) Five Dinars for each transaction.
4. | Fees for the issuance of a statement of account for | (1) One Dinar for each statement.
securities owned by the owner.
5. | Fees for the issuance of an ownership notice to the | (2) Two Dinars for each ownership notice.
securities’ owner.
Second On line Communication Fees:
1. | Fees for on line communication between the Center and the
issuer of the security via leased line, dial up or ATM line as
follows:
1- Fees paid for once upon linking the second computer. (500) Five hundred Dinars
2- Annual fees for the second computer. (150) One hundred and fifty Dinars
2. | Fees for on line communication between the Center and the
broker through the Market via leased line or fiber optic
lines as follows:-
1- Fees paid for once upon communication for the second | (750) Seven hundred and fifty Dinars
computer.
2- Annual fees for the second computer. (200) Two hundred Dinars.
Thir Fines:

Non-compliant Members are a source of risk and instability to the system. Fines are a deterrent and
should be much more stringent. Appropriate fines promote the maintenance of a healthy and well-
functioning system and discourage bad behavior.

1. | Fines for the issuer of securities delay in registering the
ownership transfer of securities in its registers for more
than two days of receiving the transfer deed.

2. | Fines of not returning the suspended transfer deeds’ notice
by the issuer of the security to the Center within two
working days from receiving those notices.

3. | Fine for the broker not paying its financial obligations to
the settlement within the specified time period.

(1) One Dinar for each transfer deed and for each
day of delay paid by the concerned issuer of the
security.

(5) Five Dinars for each notice for each day of
delay paid by the concerned issuer of the security.

(1%) One percent of the amount that should be paid
for each day of delay paid by the broker who
defaulted on the payment and with a maximum of
50%.

We would suggest a one time 50% fine, with
immediate suspension.

(10) Ten Dinars for each transfer transaction paid
by the concerned broker.

We would suggest a one time 50% fine, and
suspension for non payment of the fine.

4. | A fine for not transferring securities from the securities
owner’s account at the Center to his account with the
concerned broker before the completion of the sale on the
same trading day.




Non-settlement is the worst possible violation by a
Member, and should be strongly punished.

Mature depositories would a) suspend and
terminate a Member, if they suspect a Member “is
likely to default”, and b) terminate a Member
whose settlement guarantee fund contribution is
used.

As a not-for-profit entity, SDC By-Law could include a mechanism (rebate) to
return to service Members the excess revenues, after all SDC funding
requirements have been met. This usually would take the form of a credit
allocated to Members, on the fees for the services used in then period following

that during which “excess revenues” were made.
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Appendix E. Detailed Comments - Registration, Deposit and Settlement for 2004
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The Instructions on the
Registration, Deposit and Settlement of Securities For the Year 2004

Issued Pursuant to Article (83/A) of the Securities Law No. (76) for the Year

2002

Article (1)

Chapter One

Article (2)

A-

These Instructions shall be called the (Instructions on the
Registration, Deposit and Settlement of Securities For the Year 2004)
and shall come into effect as of 1/8/2004.

Definitions

The following words and expressions used in these Instructions shall have the meanings
ascribed thereto hereunder unless the context indicates otherwise:-

The Law

The Commission

The Board

Center

Board of Directors
Chief Executive
Officer

The Market/Stock
Exchange

Trading

Trading System
Trading Contract
Transfer Contract

Broker
Custodian
Issuer
Public Issuer
Member

Center Number
Account Number

Ownership
Restrictions

Depositing Securities

The Securities Law in force.

The Securities Commission.

The Board of Commissioners of the Commission.
The Securities Depository Center.

The Center’s Board of Directors.

The Center’s Chief Executive Officer.

The Amman Stock Exchange or any Trading market in
securities licensed by the Commission.

Selling and buying securities in the Market.

Trading system used in the Market.

The contract of buying and selling securities.

The form adopted by the Center to transfer securities from
the transferor to the transferee.

The juristic person licensed as a financial broker or dealer.

The legal person licensed by the Commission to
provide safe custody for securities.

Any legal person issuing or announcing the intention to
issue securities.

The Issuer who has filed a prospectus that has become
effective with the Commission.

The public shareholding company, the Public Issuer, the
Broker, the Custodian and any other entity determined by
the Board.

The number issued by the Center to the investor.

The client’s account number verified and adopted by the
Broker at the Center that is used for the purposes of
Trading in securities for the benefit of the client.

Any restriction or limitation that prevents,—e¢ restricts or
suspends the absolute disposal or the registration of
rights of ownership and interests inef the security.
Verification of the ownership of registered securities, the
data pertaining to its owners and any ownership
restrictions at the Center in accordance with these
Instructions.
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Article (3)

Article (4)

Settlement Guarantee
Fund

Clearing

Settlement

Delivery Versus
Payment

Settlement Bank

Settlement Account

Liquidity Reserve

Account

Settlement Day

Center’s Database

Account

Day

The Settlement Guarantee Fund established in accordance
with the Law.

The process of computing the net rights and obligations of
Trading counter-parties arising from a Trading Contract, in
order to deliver the securities or settle their price payments
on the specified settlement date.

The process by which a Trading contract is completed with
the final, unconditional and irrevocable transfer of
securities from the seller to the buyer and the final
settlement of price payments in their respect.

A method of settlement according to which the securities
are delivered in exchange for price payment.

The bank designated by the Center for the purposes of
receiving and making paying-payments of the settlement
the-value of securities.

The bank account that the Center opens in its name at the
sSettlement bBank and which is used for the receipt of
payment and disbursement of payment of the net
settlement values of securities.

The bank account that the Center opens in its name at the
Settlement Bank into which amounts due from Brokers,
Center Members, are paid by them for the purposes of
securities Settlement.

The Day specified by the Center for the completion of
Settlement.

The database that contains all the necessary information
concerning issuers of registered and deposited securities at
the Center in addition to the information concerning the
Center Members, the owners of securities and any
ownership restrictions.

The securities account.
The Center’s official working Day.

B-  The words and expressions not defined in these Instructions shall have the meanings assigned to
them in the Law unless the context indicates otherwise.

The Center shall undertake the following main functions

A-  Registration of issued securities.

B-  Depositing securities. (and cancellation of certificates?)

C-  Transfer of securities’ ownership. (and maintenance of securities registers)

D-  Conducting Clearing and Settlement for securities transactions.

E-  Authenticating ownership restrictions on deposited securities.

F-  Registering and authenticating any changes initiated by the Issuer on the securities issued by it
and verifying such changes on the Center’s Database, and, without limiting the generality of
the foregoing, including the following:

1. Increase or decrease in capital.
2. Stock Split and consolidation.

3. Merger.

[Name change of the issuer]

The Center shall provide the following services to investors in accordance with these Instructions :
A-  Issuance and updating the Center Number for the investor.

B-  Freezing securities.

C-  Issuance of an ownership notice for deposited securities.
D-  Issuance of a statement of account for deposited securities.
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Article (5)

Article (6)

Article (7)

E-
F-

Impose pledges on deposited securities.
Any other services determined by the Center.

The By-law should state that “with respect to pledged securities, the SDC will not act in
accordance with the instructions of the investor pledgor, but only in accordance with the
instructions of the pledge, until such time as the securities are released from the pledge”.

The Center shall maintain a special register for the necessary information and data related to the

following:

A-  Center’s-Members.

B-  Seedrities-Issuers.

C-  Securities registered at the Center.

D-  Securities deposited at the Center.

E-  Owners of deposited securities.

F-  Ownership restrictions placed on deposited securities and the rights of third parties related to
deposited securities.

G-  Transfer and pledges of securities” ownership.

H-  Any other data that the Center deems necessary to maintain.

A-  The depositing of securities, transfer of ownership and authenticating ownership restrictions
shall be by records authenticated in the eencerned-appropriate Accounts at the Center.

B-  Unless otherwise proven, the entry records and the accounts maintained by the Center, whether

manually or electronically, as well as any document issued by the Center, shall constitute prima
facie legal evidence of ownership, registration, transfer of ownership and Settlement of the
securities, at the price and on the date stated in those records, accounts or documents.

It shall be prohibited for any person to access the Center’s Database whereby such unauthorized
access would enable that person to obtain information regarding the Accounts, its owners and any
ownership restrictions related thereto unless authorized thereby by virtue of the Law, the By-Laws and
Instructions issued by the Center.

You

may wish to repeal this Article as it is covered by the By-Law on Disclosure and

confidentiality.
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Chapter Two

Article (8)

Article (9)

Article (10)

Article (11)

Registration and Deposit of Securities

The public shareholding company shall, within two weeks from obtaining the right to commence its
business, apply to the Center to register the securities issued by it in accordance with the form
prepared by the Center and provide the Center with the following information and data in relation
securities issued:

A-
B-
C-
D-

E-
F-

The type, category and class -of securities. (e.g., common shares, preferred shares class A, etc)
The number or face value of securities. (...to also cover bonds)

The nominal or face value of the security.

The prospectus of the security, including the complete description of the rights, privileges and
obligations, attached to the security.

A copy of the Commission’s letter approving the registration of the securities.

A certified copy of tFhe register of the owners of its issued securities in accordance with the
data, specifications,—and method and as of the date specified by the Center. [the date is
important to determine as of when the SDC is responsible for entries in the register, so as not to
be liable for entries made by the Issuer].

The Issuer, upon registering any new securities with the Commission, shall apply to register

those securities with the Center in accordance with the form prepared by the Center including:

1. A copy of the Commission’s letter approving the registration of the securities.

2. The prospectus of the security.

3. The register of the owners of the issued securities in accordance with the data,
specifications and method specified by the Center.

The provisions of Paragraph (A), above, shall not apply to bonds, corporate bonds and shares of

a private shareholding company except in the following cases:

1. The issuance of the bonds, corporate bonds or shares of the private shareholding
company through a Public Offer.

2. The decision of the Issuer to list it in the Market.

3. The request of the Issuer to register the securities with the Center.

It shall be prohibited to transfer the ownership of any bonds or corporate bonds except through

the Center unless the Board approves the Trading of the bonds and corporate bonds outside the

Market.

The Issuer shall provide the Center with the register of the owners of its issued securities in
accordance with the data, specifications and method specified by the Center.

A-

The register of the owners of securities shall contain the following information and data for
each owner:

The number of the owner assigned by the issuer (shareholder number).

The full name and I.D. of the owner.

The Center Number of the owner (if available).

The nationality of the owner.

The ownership balance.

The free balance.

Any restrictions on the ownership of securities and the number of securities subject to the
restriction.

8. The date of the balance.

9. The address of the owner

The Issuer shall be responsible for the correctness, accuracy,—and completeness and
authenticity of the content of the register of the owners of securities submitted by it to the
Center. The Center shall not bear any responsibility thereto.

The Center’s receipt of the register of the owners of securities shall not constitute an
acknowledgement on the part of the Center as to the authenticity, correctness, accuracy or
completeness of its content or a presumption of such correctness, accuracy or completeness.

NogakowhpE
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Article (12)

Article (13)

Atfticle (14)

Article (15)

Article (16)

The Center shall not bear any liability nor responsibility that may occur as a result of the lack of
authenticity, incorrectness, inaccuracy or incompleteness of the information and data provided
to the Center by the Issuer related to the ownership of securities, its owners and any ownership
restrictions related thereto, nor for any omission nor for any entry, fact or event intentionally
or unintentionally not recorded in the registry or not mentioned in the documentation
provided to the Center by the Issuer .

register of the owners of securities shall be divided into:

Authenticated and eligible for deposit securities which have fulfilled the conditions for being
deposited but have not been deposited.

Non-authenticated and not eligible for deposit securities which have not fulfilled the conditions
for being deposited.

Securities shall be considered authenticated and eligible for deposit if the Issuer provides the
Center with the following information and data concerning each owner of the securities:

The Center Number.

The full name.

The nationality.

The address.

The ownership balance of securities.

Any ownership restrictions on the securities and the number of securities subject to the
restriction (if available).

The information and data specified in Sub-Paragraphs from (1) to (3) of Paragraph (A) of this
Article must be identical to the Center’s Database.

ogrwhE

The securities eligible for deposit shall be deposited -on the date of receiving the register of the
owners of securities or any subsequent date. The Issuer shall be notified thereby.

The certificates of the ownership of securities shall be deemed cancelled upon the depositing of
securities at the Center.

The records and registers of securities deposited at the Center shall substitute the records and
registers of the securities’ Issuers, but for which the Center assumes no liability for anything
done or omitted prior to the date specified in Article 8F, and whether the Center is aware of it
or not.

The ownership of securities deposited at the Center shall be authenticated in the concerned
Accounts as records in its Database.

The securities deposited at the Center from the same type, category, issuance and currency shall
be deemed equal in rights and obligations.

The Issuer shall maintain a register or more in which it shall record the names of the owners of
non-deposited securities, the data related to them, the number of securities owned by each, the
transfers that occur thereto, the ownership restrictions and any other data deemed necessary by
the Center. The Issuer shall bear the full responsibility that may occur in this regard.

The Issuer shall update the registers of the owners of securities maintained by it or any data
related thereto after ascertaining the correctness of the information and documents submitted to
the Issuer in that regard.

The Issuer shall inform the Center immediately of any change that
occurs to the registers of the owners of non-deposited securities

including the following:

Any change that occurs to the data related to the owners of securities.
Any correction that occurs to the owners of securities balance.

The placement and release of lien (s).

The placement and release of pledge (s).

Any other cases determined material by the Center.

agrwdE

The Issuer shall send a Statement of Account to the owner of non-deposited securities at least once a
year to his/her address as authenticated by the Issuer, as of the date of ..... The statement shall include
all the information and data of the owner and his/her ownership balance of securities.

[1t would be useful to specify a date or dates, convenient to SDC, as of which the records will be
made. Choosing one single date may require a difficult “production” effort for SDC, in light of the
numerous issuers it services.]
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Article (17)

Article (18)

Article (19)

Article (20)

Article (21)

The Issuer shall complete the procedures for depositing the non-deposited part of the securities by
virtue of a request to deposit those securities and provide the Center with the information and data
specified in Article (13) for each owner of non-deposited securities in addition to the number of the
owner assigned by the Issuer (shareholder number).

The Issuer shall bear the full responsibility that may occur as a result of the following:

A-

The incorrectness, inaccuracy or incompleteness of the information and data for each owner of
deposited securities as specified in Article (13) of these Instructions.

Any data errors that occurred before the date of depositing securities at the Center that have
affected the correctness of the ownership balance of any owner of deposited securities.

Not providing the Center with ownership restrictions related to any deposited securities.

The ownership of deposited securities shall be recorded in the Center’s registers where only

deposited securities will be subject to selling transactions, transfers, ownership transfers or any

other transactions.

No sale, transfer, ownership transfer or pledging of any securities shall be permitted if

procedures for their deposit have not been completed if any portion of those securities is

deposited at the Center.

The provision of Paragraphs (A) and (B) of this Article shall not apply to ownership transfers of

securities in the following cases:-

1. Inheritance Transfers.

2. Transfers that occur in relation to the Law of the Government’s Acquisition of Monies
that Reach Limitation

3. Transfers in execution of court and execution departments decisions.

4. Transfers in execution of wills involving securities.

The Center shall update the registers of the owners of deposited securities by virtue of the
Issuer’s decision that has fulfilled the official approvals in the following cases:-

1. Increase or decrease in the Issuer’s capital.

2. Stock split (s).

3. Merger (s).

4. Any other cases determined by the Board of Directors in accordance with the Law.

The updating of the registers of the owners of non-deposited securities referred to in Paragraph
(A) of this Article shall be the responsibility of the concerned Issuer.

The Center shall cancel the ownership of securities in its records and provide the concerned

Issuers the registers of the owners of securities in the following cases:

1. The termination of the membership of the securities’ Issuer at the Center.

2. Redemption of bond and corporate bond issues.

3. Any other cases determined by the Board of Directors in accordance with the provisions
of the Law.

Notwithstanding what is stated in Paragraph (A), above, the Center shall maintain the historical

movements and a copy of the ownership registers as on the date of delivering them to their

Issuers.
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Article (22)

Article (23)

Article (24)

Article (25)

Article (26)

Article (27)

Chapter Three
Investor Identification and Securities Account Set-Up

The investor shall be identified and a securities Accounts established for
him/her on the Center’s Database through the Center’s electronic systems.

A-  The Center shall issue a special number for each investor upon being identified on the Center’s
electronic systems called the Center Number for the investor.
B-  The same Center Number shall not be issued for more than one investor.

The Center Number for the investor shall be as follows:-
A-  The National Identification Number for a Jordanian natural person.
B- A unique number issued by the Center for other entities.

The investor shall be identified on the Center’s electronic systems upon his request and in any of the
following ways:
A-  Through the Center directly.
B-  Through the Broker or Custodian.
[we understand an Issuer cannot perform that function in the SDC — no change required]
The investor shall be identified through the Center in accordance with the following measures:
A-  The investor shall submit a written application to be identified on the Center’s electronic
systems with the following documents and data attached:
1. For a natural person:-
A-  The identification document.
B- The permanent address which includes the address, the postal address for
correspondences, the telephone number, the fax number and e-mail (if available).
2. For a judicial person:-
A-  The registration certificate.
B- The headquarters’ address, the postal address for the correspondences, the
telephone number, the fax number and e-mail (if available).
B- The Center shall issue the investor’s Identification Notice which shall be signed by the
concerned investor in acknowledgement of the correctness of the information and data therein.

The investor shall be identified through the Broker or Custodian in accordance with the following

measures:

A-  The investor shall submit a written application to be identified on the Center’s electronic
systems with the documents and data referred to in Article (26) of these Instructions attached.

B-  The Broker or Custodian shall identify the investor on the Center’s Database through the
Center’s electronic system and retain and store the following data:-

1 The client’s full name.

2 The Center Number.

3 The client type.

4. The client classification.

5. The type of account.

6 The number of the identification document.

7 The type of identification document.

8 The issuance date of the identification document.

9. The place of issuance of the identification document.

10.  The termination of the identification document.

11. Thetitle.

12.  The gender.

13.  The nationality of the client.

14.  The postal address.

15.  The full address of the client.

16.  The number of the client’s Account (consists of numbers only with a maximum of six
digits).

17.  The name of the agent, custodian, guardian, caretaker, receiver, trustee or liquidator (if
available).

18.  The name of the client’s mother (for the natural person).
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Article (28)

Article (29)

Article (30)

Article (31)

Article (32)

Article (33)

Article (34)

A-
B-

C-

19.  The client’s date of birth (for the natural person).

20. The client’s other nationalities (if available).

21.  Any other information or data determined to be material by the Center.

The Broker or Custodian shall provide the Center with the identification application verified by
the Broker or Custodian attached to the identification papers.

The Center, after receiving the identification application, shall verify the data entered by the
Broker or Custodian and inform the Broker or Custodian electronically of the verification.

The Broker or Custodian shall bear the full responsibility that occurs or may occur as a result of
identifying the Broker’s or Custodian’s client. The Broker or Custodian shall be considered
responsible for the correctness of the information and data as entered to the client Account on
the Center’s electronic systems.

[this is why many depositories also maintain a Depository Participant Fund, to ensure their
liabuility will be covered. You may wish to consider tying this liability to the SGF, i.e.
enabling the use of the SGF to covr such a loss]

The Broker or Custodian shall obtain its client’s signature on the identification notice issued by
the Center’s electronic system.

The Broker or Custodian shall retain the identification application and the identification notice
referred to in Paragraph (B) of this Article. The concerned Broker or Custodian shall bear the
responsibility of the authenticity and correctness of the signature of its client on the
identification application and the identification notice.

The stamp and signature of the Broker or Custodian on the identification request shall be
considered an acknowledgement by the Broker or Custodian of the correctness of the data and
information specified therein unless the information is presented by the client and cannot be
verified such as the client’s address information. In such cases the Broker or Custodian shall
not be considered responsible for such information.

The Broker or Custodian shall verify the correctness of its client’s signature after ascertaining a
client’s identity and capacity to conclude agreements. The Broker or Custodian shall bear the
responsibility of said signature.

The Center shall be not responsible for any inaccuracy, incorrectness or incompleteness of the
investor identification data on the Center’s Database.

A person who wishes to Trade in securities shall open an Account with a licensed Broker.
Before trading securities on behalf of a client, a Broker or Custodian shall verify a client’s
identification and establish an Account for the client on the Center’s electronic system.

The Broker shall use the client Account number by including the said number in buying order
or selling order entered onto the Trading System.

The ownership of deposited securities shall be registered on the Center’s Database in the appropriate
securities Accounts.

A-
B-

C-

The Center shall maintain securities Accounts in its Database.

The securities Accounts referred to in Paragraph (A) of this Article shall include the following:-
1. The information and data related to the owner of the security.

2. The balance of securities deposited in the Accounts.

3. The movements related to the transfers and ownership transfers of securities.

4. Any ownership restrictions imposed on the deposited securities.

The person in whose name any number of securities is registered shall be considered the legal
owner of those securities.

The Broker or Custodian shall access that portion of the Center’s electronic systems it is authorized to
access for the following purposes:-

A-
B-
C-
D-

Identify and establish Accounts for its clients in accordance with these Instructions.

Enter information and data related to the transfer of deposited securities between Accounts.
Inquire on the movements and balances of its clients deposited securities.

Any other information related to the Broker or Custodian or to the Broker’s or Custodian’s
clients.

Investor Accounts established on the Center’s Database shall be divided as follows:-

A-
B-

Accounts at the Center.
Accounts under the jurisdiction of the Center’s Members.

Investor Accounts that may be opened on the Center’s Database shall be divided as follows:
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A-  Independent Account: an Account that is opened for one person only (natural or judicial).

B-  Margin Account: an Account opened by a Broker licensed by the Commission to provide
margin financing for its clients.

C-  Joint Account: an Account that can be opened for two persons or more where the ownership of
securities shall be registered in the joint name. This Account shall be opened in accordance with
the following conditions:

1. Identification of each investor of the investors that constitute the components of the Joint
Account independently and in advance. The Type of Account for each investor shall be
(Independent) in accordance with these Instructions.

2. Specification of the name of the Joint Account, identification of the type of client (Joint)
and identification of the type of Account (Joint) and identification of the Account on the
Center’s electronic systems in accordance with these Instructions.

3. If the Broker is one of the components of the joint name, then the Broker shall use the
Center Number assigned to it and its Account number at the Center for the purpose of
opening Joint Accounts with its clients.

4. It shall not be permitted to open Joint Accounts except for the purposes of selling
securities registered in the name of two persons or more, only.

D-  Allocation Account: a principal Account in which sub-Accounts are connected and through
which Account allocations for buying and selling transactions between the principle Accounts
and the sub-Accounts are conducted. This type of Account is opened in accordance with the
following:

1. Identification each investor of the investors that constitute the components of the
Allocation Account, as Independent Accounts.

2. Designation of one of the Accounts referred to in Sub-Paragraph (1), above, and
identification of this Account as the principal Account that allows allocation.

3. Use of the Allocation Account number to permit allocation of securities purchased and
securities sold to the allocation components” Accounts.

4. The opening of Allocation Accounts is subject to the approval of the Center.

Article (35) The owner of deposited securities shall be permitted to transfer such securities or any part of such

securities from the owner’s Accounts at the Center to the owner’s Account under the jurisdiction of a
Broker or Custodian in accordance with these Instructions.

Article (36) A-
B-
C-
Article (37) A-

Deposited securities shall be transferred from the Account of the owner of securities at the
Center to the Owner’s Account under the jurisdiction of the Broker or Custodian according to
the following conditions:

1. The client shall submit to the concerned Broker or Custodian an application to transfer a
number of securities owned by the client from the client’s Account at the Center to the
client’s Account at the concerned Broker or Custodian in accordance with the form
designated for this purpose.

2. The Broker or Custodian shall enter the data of the transfer application in Sub-Paragraph
(1), above, onto the Center’s electronic system and provide the Center with the transfer
application.

1. Purchased securities shall be transferred directly from the client’s Account at the Broker
to the client’s Account at the Custodian without the intervention of the Center.

2. Sold securities shall be transferred directly from the client’s Account at the Custodian to
the client’s Account at the Broker without the intervention of the Center.

Securities shall be transferred from the Account of the owner of securities under the jurisdiction

of a Broker or Custodian to the owner’s Account at the Center according to the following

measures:-

1. The client shall submit to the concerned Broker or Custodian an application to transfer a
number of securities owned by the client to the client’s Account at the Center in
accordance with the form designated for this purpose.

2. The Broker or Custodian shall enter the data of the transfer application in Paragraph
(C/1) of this Article on the Center’s electronic system and post it.

The transfer application, referred to in Paragraph (A/2) of Article (36) of these Instructions,
provided to the Center shall include the following minimum information and data:-

The name of the security to be transferred.

The number or face value of securities to be transferred.

The name of the owner of the securities to be transferred.

The Center Number of the owner of the securities to be transferred.

The Account Number to which the securities will be transferred to.

g E
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Article (38)

Article (39)

Article (40)

Article (41)

Article (42)

Article (43)

Article (44)

Article (45)

6. The date of the issuance of the transfer application.
7. Any other information or data specified by the Center.
8. The stamp and signature of the concerned Broker or Custodian.

B-  The Broker or Custodian shall bear the full responsibility that occurs or may occur as a result of
the transfer of securities from an Account at the Center to an Accounts under the Broker’s or
Custodian’s jurisdiction in accordance with the transfer application referred to in this Article.

C-  The stamp and signature of the Broker or Custodian on the transfer application shall be
considered as an acknowledgement by the Broker or Custodian of the correctness of the data
and information specified therein and that the Broker or Custodian is authorized by the owner
of the securities to transfer those securities.

D-  The Center shall not bear any responsibility as a result of the transfer of securities in accordance
with the provisions of this Article.

A Broker or Custodian shall not refuse the transfer of the securities of the client unless that are
specific legal reasons for such a refusal. A Broker or Custodian shall bear the responsibility of the
refusal or delay in the transfer, if such a delay occurs.

The Center shall transfer deposited securities in accordance with written transfer applications provided
to it and after the completion of the measures specified in Article (36) of these Instructions subject to
the following:

A-  The balance of securities being sufficient to conduct the requested transfer.

B-  No legal reasons exist to prevent the transfer.

The Center shall not accept any transfer of deposited securities if such a transfer decreases the balance
of securities in the concerned Account to the extent that it becomes insufficient to fulfill its obligations
to transfer securities on Settlement Day.

If the membership of a Broker or Custodian who has fulfilled all its obligations to the Center and the
rest of the Brokers or Custodians is terminated, the Center shall transfer the securities from the
Accounts under the jurisdiction of the Broker or Custodian to the Main Accounts at the Center.
[Separately from this point, you may wish to consider giving the Investor the right to request
moving his account from a Broker, with which the Investor is not pleased, or for any other reason,
such as to consolidate his accounts, to another Broker indicated by the Investor. This would shelter
the Investor from a Broker that does not cooperate or delays carrying out such Instructions of his
dissatisfied Investor client. The regulator should be pleased with such a provision]

The Broker or Custodian shall be subject to these Instructions until all its obligations towards the
Center, its clients, other Brokers and Custodians are settled.

The Center shall update the information and data of the owners of deposited securities by virtue of the
owner’s request and in accordance with these Instructions.

A-  The Center shall update the information and data of the owners of deposited securities by virtue
of the information and data issued by the competent official authorities and especially the
following information and data:-

1. The change of the name of the owner of the security.

2. The change of the National Identification Number of the owner of the security.
3. The change of the nationality of the owner of the security.

4, The change of the identification documents of the owner of the security.

5. The change of the legal status of the owner of the security.

B-  The Center shall change the address of the owner of deposited securities on the Center’s
Database by virtue of an application submitted by the concerned owner of the securities in
accordance with the form designed at the Center.

A-  The owner of deposited securities shall be entitled to obtain the following from the Center in
exchange for the determined charges:

1. Any information related to his Account or Accounts.

2. A statement of his deposited securities Account which illustrates his balance of deposited
securities, transfer transactions, ownership transfer and any other disposal or transactions
that occurred to this Account.

3. An ownership notice of deposited securities owned by him.
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Article (46)

Article (47)

B-  The Statement of Account and ownership notice of deposited securities referred to in Paragraph
(A) of this Article shall be considered legal proof of the ownership of the securities therein, as
of the date of the statement of Account or the ownership notice of securities unless proven
otherwise.

An Issuer shall be entitled to obtain a cedrtified copy of the list of security holders, including the the
names of the owners of deposited securities, issued by the Issuer, and-their ownership and address, as
of the date requested by the Issuer, in exchange for the determined charges or fees.

[this provision should be as specific as possible as to what will be provided to the Issuer that is

helpful to it: 1.D., telephone numbers, occupation, etc. — Issuers may wish to have as much

information as possible about their shareholders, to better understand and service them, if not now, at
least in the future. It could eventually be useful to their Investor Relations Department.]

A-  An Issuer shall have the right to electronically access the Ownership Registers of securities
issued by the Issuer and deposited at the Center for viewing purposes only. An Issuer shall not
be permitted to make any changes or amendments to the Ownership Registers except in
accordance with these Instructions.

B-  An Issuer shall provide the Center with all the information and data necessary to deposit non-
deposited securities.
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Article (48)

Article (49)

Article (50)

Article (51)

Article (52)

Article (53)

Article (54)

Article (55)

Chapter Four
Securities Clearing and Settlement

The rights and obligations between the seller of a security, the buyer of said securities and any other
interested parties shall arise on the date of the execution of the Trading Contract in the Market.

Subject to what the law of Jordan provides, this provision could eventually be revised to consider the
fact there are really three dates to consider:

- Trade date is only the date of the contract; (like the signed and accepted offer to purchase a
house)

- Around the world, Settlement date is becoming the date on which ownership is transferred,
not Trade date; (like the closing date of a house, when the price is paid and the keys and
*““possession” is transferred)

- With respect to third parties, and especially the Issuer, the ownership of a security is
recognized not as Trade date or Settlement date, but as the date of entry of the new owner in
the register of security holders, which is the only official and public register upon which
third parties can rely to recognize the real owner of a security (like the entry of new
ownership in the public and official land registry at the courthouse or land registry office).

The Center shall conduct the clearing and settlement of executed Trading Contracts with the purpose
of determining the net rights and obligations of the Brokers, completing the measures for the
settlement of financial positions as a result thereto and transferring ownership in accordance with
these Instructions.

The Center shall settle the executed Trading Contracts for securities deposited at the Center on a
Delivery Versus Payment basis.

The settlement period for Traded securities shall mean the second Day after Trading Day (T+2). The
Board of Directors with the approval of the Commission shall have the right to change the Settlement
Cycle according to what it deems appropriate.

A Broker shall provide sufficient and necessary funds to fulfill its financial obligations resulting from
the securities” Trading in accordance with these Instructions.

The Board of Directors may establish a maximum limit to the obligations of a Broker subject to the
Clearing and Settlement procedures that are conducted through the Center as a result of securities’
Trading in the Market.

A-  The owner of deposited securities who wishes to sell such securities or any part of such
securities shall transfer those securities from the owner’s Account at the Center or under the
jurisdiction of any of its Members to the owner’s Account under the jurisdiction of the Broker
through which the owner wishes to sell or ascertain that the securities are in his Account under
the jurisdiction of the selling Broker in accordance with these Instructions.

B-  The Broker, before entering any selling orders on behalf of a client into the Trading System,
shall make certain that there are sufficient securities in the client’s Account under the Broker’s
jurisdiction and that these securities are not subject to any pledge, lien or any other ownership
restriction that prevents their unrestricted disposal.

A-  The Market shall provide the Center with an electronic Trading file containing daily Trading
transactions which includes all the Trades executed in the Market in the same Trading Day
subject to this file containing the following minimum information and data for each Trading
Contract:

The Trading date.

The number of the issuing entity.

The number of the security.

The number of the Account of the selling client.

The number of the selling Broker.

The number of the Account of the buying client.

The number of the buying Broker.

The number or face value of securities. [for debt securities, like bonds]

N kwhE
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Article (56)

Article (57)

Article (58)

Section One

Sub- Section One

Article (59)

9. The market price of the security.

10.  The total value of the Trading Contract.

11.  The number of the Trade.

12.  The execution time of the Trade.

The Center may return any of the Trading Contacts delivered to it by the Market and inform the
Commission and the concerned Brokers in any of the following cases:

1. If the number of the Account of the selling clients or the buying client contained in the
Trading Contract is not identified at the Center.
2. If the numbers of the Accounts of the selling client and the buying client are identical at

the same Broker in the Trading Contract.
3. Any other cases determined by the Law, the by-laws, instructions or decisions issued
pursuant thereto.
The Trading file referred to in Paragraph (A), above, of this Article shall be considered final
with all the Trading file’s contents, information and data. The finality of the Trading file
excludes information related to Trading Contracts returned to the Market under Paragraph (B)
of this Article.

Trading Contracts for Settlement purposes shall be divided as follows:-

1. Accepted Trading Contracts.

2. Suspended Trading Contracts.

A Trading Contract shall be suspended because of a deficit in the free balance of securities in
any of the following cases:-

1. If the securities registered in the client’s Account at the selling Broker are insufficient to
execute the sale.
2. If the sold securities are subject to a pledge, lien or any other ownership restriction that

prevents unrestricted disposal thereto.
The Center may withhold the amounts that represent the value of suspended Trading Contracts
for the benefit of the Settlement Guarantee Fund until the selling Broker or the Settlement
Guarantee Fund corrects the reasons of the suspension.

Subject to the provisions of Article (56) of these Instructions and after receiving the daily Trading file
from the Market, the Center shall provide Brokers with information as specified below:

N~ E

9.

10.
11.
12

The date of the Trade.

The Issuer’s name.

The type of security.

The Account number of the transferor/transferee (as the case may be).
The Center Number of the transferor/transferee (as the case may be).
The name of the transferor/transferee (as the case may be)

The name of the counter party Broker in the Contract and the Broker’s short name.
The number of securities.

The market price of the security.

The total value of each Trading Contract.

The Trading number.

The execution time.

The Broker shall retain and store all the papers, documents, data and records that support the Trading
Contracts executed by it.

A-

Ownership Transfer of Securities Traded in the Market

Ownership Transfer of Non-Deposited Securities

The Center shall issue Transfer Contracts for non-deposited securities in accordance with this
Sub-Section.
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Article (60)

Article (61)

Article (62)

Article (63)

The date of the Transfer Contract shall be the date of the execution of the Trading Contract in
the Market.

Here again, Settlement date is the date of execution of the contract. Trade date is the date of
execution of the Trade. The transfer contract could eventually be stated as the date on which
the contract is settled (securities against payment).

The Issuer of the non-deposited security shall transfer the ownership of the security in
accordance with these Instructions.

Subject to the provisions of Paragraph (C) of Article (55) of these Instructions, the Center shall
issue a statement which contains the data of the Transfer Contract.

The information and data related to the Transfer Contract shall be as follows:
1 The number of the Contract at the Center.

2 The name of security’s Issuer.

3 The type of security.

4. The number of securities in the Contract.

5. The market price of the security.

6 The total value of the Contract.

7 The name of the selling Broker and the Broker’s short name.

8 The number of the selling Broker.

9. The full name of the transferor.

10.  The Center Number of the transferor.

11.  The nationality of the transferor.

12.  The address of the transferor.

13.  The name of the buying Broker and the Broker’s short name.

14.  The number of the buying Broker.

15.  The full name of the transferee.

16.  The Center Number of the transferee.

17.  The nationality of the transferee

18.  The address of the transferee.

19.  The date of the Contract.

The Broker shall bear the responsibility for the correctness of the data and information related
to the information submitted by the Broker in the Transfer Contracts.

The Center will deliver a statement to the securities’ Issuers which will contain the information
and data of the Transfer Contracts. In exchange, the Center will receive the Issuers signature
and stamp as proof of receipt.

The statements of Transfer Contracts shall contain all the information and data referred to in
Paragraph (B) of Article (60) of these Instructions.

The Center shall issue a notice as to the suspension of a Transfer Contract in accordance with
the form designated for this purpose. Such notice to be delivered to the security’s Issuer with
the statement of the suspended Transfer Contract in exchange of the Issuer’s signature of
receipt.

The stamp and signature of the Center on the statement of Transfer Contracts shall not imply that the
Center is responsible for the correctness and soundness of the information and data contained therein.

A-

The security’s Issuer shall register the Transfer Contracts delivered to the Issuer by the Center

and authenticate the ownership transfer in its registers within two Days, at the most, from the

date of receipt unless:

1. The number of sold securities is more that the balance of securities registered in the name
of the owner.

2. The sold securities are subject to pledge, lien or any ownership restriction that prevents
disposal thereto.

3. The sale or transfer of ownership is in violation of the laws, by-laws, instructions or
effective procedures.

The Issuer, upon approving any of the suspended Transfer Contracts, shall complete the notice

referred to in Paragraph (C) of Article (61) and return it to the Center within two Days from the

date of receipt specifying the reasons for the approval of that Contract. In the event that the

Issuer does not comply with this requirement, the Issuer shall bear the responsibility of the

delay including the fines specified for non-compliance.
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Afticle (64)

Article (65)

Article (66)

Article (67)

Article (68)

Article (69)

Article (70)

Article (71)

A-  The security>s Issuer shall inform the Center of the Transfer Contracts in which the ownership
transfer has not been completed in its registers if such Transfer Contracts have not fulfilled the
conditions specified in the Law, by-laws and instructions. Such notification must be within two
Days of receipt by virtue of a letter detailing the reasons for not completing the transfer of the
ownership of the securities. The Issuer shall bear the responsibility of the delay including the
fines specified for non-compliance.

B-  The Transfer Contract shall be considered a returned Transfer Contract if the transfer of the
ownership of securities specified therein has not been complicated. The Center shall be notified
in writing by the security’s Issuer in accordance with Paragraph (A) of this Article.

C-  Subject to the provisions of Paragraph (A) of this Article, the security’s Issuer shall
authenticate the ownership transfer in its registers within two Days, at the most, from the date
of receipt. In the event that the Issuer does not comply with this requirement, the Issuer shall
bear the full responsibility. The securities shall be considered registered de jure two Days from
the receipt of the security’s Issuer’s Transfer Contract confirming registration.

A-  The Broker involved in the Transfer Contract procedure shall be officially notified of the
returned Transfer Contract related to the involved Broker within a maximum of two Days from
the date of receipt.

B-  The involved Broker shall, within a maximum of two Days from being notified of the returned
Transfer Contract, correct and remove the violations that prevented transfer by the Issuer of
those securities.

C-  The selling Broker shall bear all the damages incurred by the transferee in the returned Transfer
Contract including distribution of cash dividends, distribution of stock dividends or the
transferee’s exclusion from a private subscription.

A-  The Center shall collect the fees stated in the Internal By-Law of the Center’s Proceeds for each
returned Transfer Contract regardless of the reasons for the return with such fees being paid by
the Broker responsible for the return.

B-  The Center shall collect the fees stated in the Internal By-Law of the Center’s Proceeds for each
returned Transfer Contract connected with the original Transfer Contract referred to in
Paragraph (A) of this Article with such fees being paid by the Broker responsible for the return.

C-  The Broker responsible for the return of the Transfer Contract shall pay all the fees referred to
in Paragraph (A) and (B) of this Article and shall not be entitled to charge his client.

If the Broker that sold the securities refuses to settle the returned Transfer Contract within the
specified time in accordance with these Instructions, the Center shall undertake all the necessary
measures to settle the returned Transfer Contract within two Days; otherwise the Commission shall be
notified in writing to take the necessary measures.

If it is not possible to transfer the securities in the Transfer Contract and the rectification of the
Transfer Contract is not possible, the Center, by a decision of the Chief Executive Officer, shall have
the right to cancel the Transfer Contract without violating the rights of related parties.

A trade is a contract and a contract cannot be terminated, other than pursuant to an action in a court,
or where both parties agree to do so. In the case of a Trade, its cancellation may affect third parties,
market prices, and distort value. A Trade should not be cancelled. It could exceptionally be reversed
at market price (a counter-trade on the Exchange). In any case, it should settle, and the role of SDC is
to enforce settlement, not trade cancellation. The SDC must take all reasonable means to fulfill its
mandate, such as utilizing the SGF, a “buy-in”, etc. It must obtain sufficient means and resources to
fulfill such mandate, and those means must come from the Regulator and the Members.

The securities’ Issuers shall be prohibited from correcting any data on the statements of Transfer
Contracts after their official receipt from the Center.

A-  The correction of Transfer Contracts shall be made only by the approval of the Chief Executive
Officer or whomever the Chief Executive Officer delegates in writing.

B-  Correction on the Transfer Contract shall be made by stamping the section where the correction
was made with the Center’s stamp and the signature of the Chief Executive Officer or
whomever the Chief Executive Officer delegates in writing.

A-  The security’s Issuer shall bear the responsibility as a result of the loss of any statement of
Transfer Contracts officially delivered to the security’s Issuer.
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Article (72)

Article (73)

The Center, with the approval of the Chief Executive Officer, shall issue a substitute statement
of Transfer Contract in exchange for the lost statement after conducting the necessary
investigation and ascertaining the soundness and correctness of the issuance of the substitute
statement of Transfer Contract.

A substitute statement of Transfer Contract issued in exchange for a lost statement of Transfer
Contract shall be issued according to the following measures:-

A-

The entity which lost the statement of Transfer Contract shall inform the Center in writing of

the loss of the statement of Transfer Contract and request the Center to issue a substitute

statement of Transfer Contract in lieu of the lost one and provide the Center with the following
information and data:

1. The circumstances of the loss.

2. Sufficient details as were contained in the lost statement of Transfer Contract.

3. Provide the Center with an acknowledgement of the Issuer’s responsibility for the loss
and agreement to inform the Center if the original Transfer Contract is found in order for
the Center to take the appropriate measures.

The Center shall issue a substitute statement of Transfer Contract and state that the substitute

statement of Transfer Contract is issued in lieu of the lost statement of Transfer Contract. The

data in the Center’s registers shall be considered legal proof of the Transfer Contracts and the
basis on which the substitute statement of Transfer Contract has been issued.

The Center shall maintain ownership statements for the authenticated part of the owners of the
non-deposited security in accordance with the Issuer’s registers submitted to the Center.

The Center shall update the statements of the owners of authenticated securities referred to in
Paragraph (A) of this Article in accordance with the following:-

1. Selling and buying of securities through the Market.

2. Ownership transfers conducted through the Center directly.

3. Pledges, liens and their release as notified to the Center by the security’s Issuer.

The ownership statements referred to in this Article shall not be considered a substitute for the
ownership registers maintained by the Issuer. Ownership registers maintained by a security’s
Issuer shall be the legal proof of ownership of securities and until the security is deposited at the
Center.

The Center’s maintenance of the ownership statements mentioned in this Article shall be for the
purposes of illustrating the ownership balance, and any pledges, liens or any ownership
restrictions imposed on the securities without any other obligation on the Center and without
holding the Center responsible for the accuracy or correctness of this data.

The detailed steps, time, type of entries and release of which report that make settlement final
and irrevocable, must be specified.

Sub-Section Two

Ownership Transfer of Deposited Securities

Article (74)

Article (75)

A-

A-

Subject to the provisions Paragraph C) of Article (55) of these Instructions, the transfer of the
ownership of deposited securities shall be by virtue of the electronic Trading file of daily
Trading delivered to the Center by the Market by virtue of electronic records recorded in the
Accounts of the sellers and buyers under the control of the Center’s Members and without
obtaining the approval of the seller in order to transfer the ownership of securities from a
seller’s Account to a buyer’s Account.

The Trading Contracts contained in the Trading file referred to in Paragraph (A) of this Article
shall provide the Center with authoritative confirmation that a selling owner of securities has
issued an order to the selling broker to transfer ownership of the concerned securities from the
selling owner’s Account to the Account of the concerned securities buyer.

The selling Broker shall bear the full responsibility that occurs or may occur as a result of the
authorized sale of any securities on behalf of any of the selling Broker’s clients without
obtaining an order from its client to that effect. The Center shall not bear any responsibility as a
result such transactions.

The sold securities shall be debited from the Account of the seller and credited to the Account
of the buyer on Trade date in accordance with the Trading file delivered to the Center by the
Market. The Center shall not bear any responsibility that may occur as a result such credits and
debits.
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The securities shall remain suspended in the Account of the buyer until the fulfillment of the
buyer’s Settlement responsibilities. It shall be prohibited to transfer those securities to the
Center or between Accounts at the concerned Broker or to pledge them before fulfillment of the
buyer’s responsibilities.

Notwithstanding what is specified in Paragraphs (A) and (B) of this Article, the authentication
of the transfer of the ownership of deposited securities shall be on Trade date, subject to the
completion of Settlement responsibilities.

Transfer of the ownership of deposited securities to the buyer shall be subject to the buying
Broker’s payment of the value of those securities purchased within the specified timeframes.
All corporate actions such as cash dividends, stock dividends or other similar corporate actions
shall be the right of the buyer and accrue to the buyer as of Trade date (T+0).

Sub-Section Three

Suspended Contracts

Article (76)

Article (77)

Article (78)

Article (79)

The Center shall electronically notify the selling Broker of suspended Trading Contracts related to the
selling Broker’s transactions related to the selling Broker’s transactions.

A-

A selling Broker, having been duly notified by the Center of the suspended Trading Contracts,
shall resolve the causes for the suspension of the Trading Contracts within the next Day,
maximum, following Trade date. In the event the selling Broker, having been duly notified by
the Center, fails to resolve the causes for the suspension of the Trading Contract, the Center
shall have the right to take any of the following measures:

1. Inform the Commission and notify the Market to suspend the Broker from Trading and
suspend the services provided by the Center to the concerned Broker.
2. Impose a lien on the securities owned by the concerned Broker for the benefit of the

Settlement Guarantee Fund.

3. The Settlement Guarantee Fund shall substitute for the concerned Broker and on the
concerned Broker’s behalf shall take the necessary measures to buy the securities in
deficit in accordance with the provisions and measures specified in the Internal By-Law
of the Settlement Guarantee Fund.

1. The concerned Broker shall bear the fines, fees and service charges specified in the
Internal By-Law of the Proceeds issued by the Center for each suspended Trading

Contract.

2. If the covering value is more than the sale value for the number of securities in deficit,
the Broker shall bear the difference in the two values.

3. If the covering value is less than the sale value, the difference in the two values for the

securities in deficit shall be transferred to the benefit of the Center.
If the Settlement Guarantee Fund cannot cover the securities in deficit on behalf of the
defaulting Broker within one week at the most, the Center shall have the right to cancel the
suspended Trading Contract which resulted in the sale of securities in deficit and return the
value of the securities purchased to the buying Broker on behalf of its client. The Settlement
Guarantee Fund shall indemnify the buying client for this cancellation in accordance with the
Internal By-Law of the Settlement Guarantee Fund.

The selling Broker shall be liable for all the damages incurred by the transferee in the suspended
Trading Contract including cash dividends, stock dividends or the transferee’s exclusion from a
private subscription.

The Center shall pay the value of the securities that have been previously withheld for suspended
Contracts after the resolution of the reasons of the suspension and after deducting any expenses, costs,
fines or fees that result from those suspended Contracts.

Section Two

Financial Settlements

Article (80)

A-

Financial Settlements for the purposes of these Instructions shall mean the receipt and payment
of the value of securities as a result of Trading Contracts executed in the Market.
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Article (81)

B-  The financial settlements of Trading Contracts shall be accomplished by one of the following
methods:-
1. Financial Settlements that occur between Brokers directly.
2. Financial Settlements that occur through the Center.

Financial Settlements of Trading contracts shall be conducted between Brokers directly unless the
Center determines otherwise.

Sub-Section One

Financial Settlements Between Brokers Directly

Article (82)

A-  Financial settlements shall be conducted between the concerned Brokers in accordance with the
provisions of this Sub-Section on a direct and bilateral basis. The Center’s role in this regard
shall be confined to the issuance of statements to the Broker which establish the following .

1. The name of the concerned Broker.

2. The name of the counter-party Broker.

3. The selling Trades that were executed by the concerned Broker with the counter-party
Broker and the total value of those Trades.

4. The buying Trades that were executed by the concerned Broker to the counter party
Broker and the total value of those Trades.

5. The net value due by the concerned Broker to the counter party-Broker.

B-  The concerned Broker shall deliver the statements referred to in Paragraph (A) of this Article to
the counter-party Brokers in exchange for receiving cheques issued by the counter party
Brokers to the order of the concerned Broker which represent the net amount of the statement.

C-  The Brokers shall conduct the Financial Settlements referred to in this Article at the timeframes
specified by the Center.

Sub-Section Two

Financial Settlements through the Center

Article (83)

Article (84)

Article (85)

Article (86)

Article (87)

The Center shall determine the security that is subject to the financial Settlements of the Trading
Contracts executed on that security through the Center. The Center shall inform the Commission, the
Market and the Brokers thereby.

A-  Receipt and payment of the value of securities from and to the Brokers shall be through the
Liquidity Reserve Account and the Settlement Account in accordance with these Instructions.

B-  The Center shall open a Liquidity Reserve Account where cash due from Brokers is deposited
by the concerned Brokers at the specified time as a Liquidity Reserve in accordance with these
Instructions.

A-  Each Broker shall open one bank account for the purposes of financial Settlement in accordance
with the conditions specified by the Center for this purpose and inform the Center of this
account and any change that occurs thereto.

B-  The Center shall have the right to view the bank account referred to in Paragraph (A) of this
Article and obtain statements of the movements made on this account. The Broker shall
authorize the Center to do so.

A-  The Center for each Trading Day and for all Brokers shall calculate the net amounts due to be
paid to/by the Broker on Settlement Day.

B-  The amount referred to in Paragraph (A) of this Article shall be calculated by subtracting the
total value of the purchases of the securities by the Broker for the Trading Day from the net
value of sales of securities by the Broker for the same Day.

C-  The net amount of the value of the securities” purchases by the Broker shall be by subtracting
the value of the suspended Trading Contracts in accordance with these Instructions from the
total value of the Broker’s sales of securities.

A-  The Broker shall deposit the amount due to be paid as a Liquidity Reserve in the Liquidity
Reserve Account at the time specified for that.
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Article (88)

Auticle (89)

Article (90)

The Center shall each Day, after the end of the Trading session and for each Trading Day,
calculate the amount that the Broker shall pay as a liquidity reserve in accordance with the
following formula:

The amount of the liquidity reserve = the amount due to be paid by the Broker calculated in
accordance with Article (86) of these Instructions subtracted by half of the contribution of the
Broker in the Settlement Guarantee Fund (the cash contributions + the bank guarantee).

The amount to be paid as a Liquidity Reserve referred to in Paragraph (A) of this Article shall
be subtracted from the net amount that is to be paid by the Broker on Settlement Day.

The Center shall, on Settlement Day, transfer the total amounts in the Liquidity Reserve
Account as calculated in accordance with Paragraph (A) of this Article to the Settlement
Account.

The Broker shall pay the net amount due to be paid by the Broker on Settlement Day by
depositing the amount in the Settlement Account at the time specified for this purpose.

The Center shall transfer the amount calculated by it and due to be paid by the Broker on
Settlement Day from the Settlement Account to the account of the concerned Broker after the
settlement of the amounts due to be paid by all the other Brokers.

The Center shall, on each Trading Day, transmit an electronic notice to each Broker through the
computer connected with the Center stating the net amount due to be received or paid by the
Broker.

The notice referred to in Paragraph (A) of this Article shall include the following information
and data:

The date of the notice.

The time of the notice.

The number and name of the Broker.

The number of the notice (statement of account).

The date of the conclusion of the Trades (Trading Day).

The total value of sales.

The total value of purchases.

The total value of suspended Trading Contracts related to the Broker.

The net amount due to be received from or paid to the Broker (as the case may be)

The amount to be paid as a Liquidity Reserve (if available)

The amount that the Broker has to pay to the Settlement Account or receive from the
Settlement Account (as the case may be).

The date specified for payment.

The account number of the settlement account of the Member.

The account number of the Liquidity Reserve Account.

The account number of the Settlement Account of the Center.

Any information or data that the Center deems necessary.
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The Broker shall be notified (how and when? specify the specific name of the report and its time of
release to the broker, and at which time settlement is considered done)of the amounts that it has to
pay as Liquidity Reserve by the computer transmission message. The message shall contain the
following information and data:-

The detailed steps taken by the SDC, and at what time of the day, to verify the sufficiency of funds in
the available account, and the sufficiency of securities in the available account, which will enable
SDC to complete settlement, must be specified. In other words, it must describe what is done exactly
by SDC to ensure DvP.

A-
B-
C-
D-
E-
F-
G-
H-
I-

A-

The date of the notice.

The time of the notice.

The number and name of the Broker.

The number of the notice (statement of account).

The date of the conclusion of the Trade (the Trade date)

The Liquidity Reserve amount.

The date of payment.

The account number of the Liquidity Reserve Account of the Center.
Any information or data that the Center deems necessary.

The notice sent to the Broker in accordance with Article (88) of these Instructions shall be
considered final at three (3:00) P.M on the first Day after Trading Day (T+1) unless the Broker
receives another notice which amends the first notice after that time.
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Article (91)

Article (92)

Article (93)

Article (94)

Article (95)

The notice sent to the Broker concerning the Liquidity Reserve specified in Article (89) of these
Instructions shall be considered final at three (3:00) P.M on the concerned Trading Day (T+0)
unless the Broker receives another notice which amends the first notice after that time.

The Center shall send a notice to the Settlement Bank by three (3:00) P.M, maximum, on

Trading Day (T+0) which contains the amounts that are required to be deposited in the Center’s

Liquidity Reserve Account.

The Center shall send a notice to the Settlement Bank by three (3:00) P.M., maximum, on the

Day after the Trading Day (T+1) which contains the amounts that are required to be deposited

in the Center’s Settlement Account.

The notice referred to in Paragraphs (A) and (B) of this Article shall include the following

information and data:-

The date of the notice.

The time of the notice.

The date of Settlement.

The number and name of each Broker.

The account number of the settlement account of each Broker.

The amounts that are required to be deposited in the Liquidity Reserve Account and the

amounts that are required to be deposited in the Settlement Account (as the case may be).

7. The account number of the Center’s Liquidity Reserve Account or the account number of
the Center’s Settlement Account (as the case may be).

8. The amount that each Broker has to pay to the Liquidity Reserve Account or the
Settlement Account (as the case may be) and the total amounts required.

9. Any information or data that the Center deems necessary.

o whE

The Broker shall pay the amounts due to be paid by the Broker as Liquidity Reserve by nine
(9:00) A.M. , maximum, on the first Day after Trading Day (T+1) by transferring the required
amount from its account to the Center’s Liquidity Reserve Account.

The Broker shall pay the amounts due to the Settlement Account by nine (9:00) A.M.,
maximum, on the second Day after the Trading Day (T+2) by transferring the required amount
from its account to the Center’s Settlement Account.

If the Broker does not pay the liquidity reserve amount referred to in Paragraph (A) of Article
(92) of these Instructions by the specified time, the Center may take any of the following
measures:-
1. Inform the Commission and notify the Market to suspend the Broker from Trading.
The SDC should copy the Member on this letter to inform the Member.
2. Suspend all services provided to that Broker by the Center.
And the Center should notify the Member of this also. Please refer to our comments in
the SGF By-Law.
If the Broker does not pay the liquidity reserve amount by one (1:00) P.M. on the first Day after
the Trading Day (T+1), the Center shall add that amount to the net amount that the Broker shall
pay on Settlement Day whereby the Broker is required to pay both amounts on Settlement Day.

If the Broker does not pay the amounts due to be paid by the Broker to the Settlement Account on
Settlement Day by nine (9:00) A.M., the Broker shall be considered in breach of its obligations and
the Settlement Guarantee Fund shall substitute that Broker to fulfill those obligations. The Center
shall take the following measures:-

A-

Transfer the amount-that has not been paid-from the Settlement Guarantee Fund account to the
Center’s Settlement Account.

Inform the Commission and notify the Market to suspend the Broker from Trading and suspend
the services provided by the Center to the concerned Broker.

Impose a lien on the securities owned by the Broker for the benefit of the Settlement Guarantee
Fund.

Request the concerned Broker to pay all its obligations due to the Center and the Settlement
Guarantee Fund including the delay charges and any expenses or costs incurred by the Center as
a result of the Broker’s breach of obligation.

We would suggest you move this provision to A, as the very first step.

The Settlement Guarantee Fund shall have the right to take possession of the securities bought by the
Broker in default of payment and which have not been paid for and sell them in accordance with the
Internal By-Law of the Settlement Guarantee Fund.
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Article (96)

Article (97)
Acrticle (98)

Article (99)

Atlticle (100)

Article (101)

Article (102)

The Center shall by two (2:00) P.M of Settlement Day issue payment orders to the Settlement Bank to
pay the amount due to the concerned Brokers after the accumulation of sufficient funds in the
Settlement Account equal to the amounts due to be paid to Brokers on Settlement Day.

If a Broker does not fulfill its financial obligations on Settlement Date, said Broker is required to
fulfill all these obligations within one Day after the date of the default on payment.

If a Broker does not pay the required amounts due as a Liquidity Reserve or for Settlement, the Center
shall have the right to debit the amounts due to the Broker in the Settlement Account, if available.

A-  The Broker shall not resume operations and Trade in securities unless the Broker has paid all its
obligations to the Settlement Guarantee Fund and to the Center.

B-  Subsequent to a Broker’s payment of all its obligations to the Settlement Guarantee Fund and to
the Center, the Center shall decide to resume providing services to said Broker and inform the
Commission and the Market of the Center’s decision immediately.

A-  The Center may, in the case of force majeure, or in-exeeptional-as the eircumstances-to-be
determined-by-the-Chief Executive Officer in his ablsolute discretion may determine taking
into consideration the protection of the market and the Center, delay Settlement in accordance
with what the Chief Executive Officer deems appropriate. The Commission, the Market, the
Settlement Bank and the concerned Broker shall be informed by the Center accordingly as soon
as practicable.

Exceptional circumstance could be interpreted very restrictively, and then the decision by the
CEO could be challenged. The CEO should have full discretion to do what he deems best, in the
time he has under the circumstances, and not be criticized.

B-  If the Center decides to delay the Settlement time in accordance with the provision of Paragraph
(A) of this Article, the Center shall re-calculate the amounts due to be paid by the Brokers or for
their benefit. The concerned Brokers and the Settlement Bank shall be informed by the Center
accordingly.

All special transactions that occur in the special Trading session, according to the Trading System,
shall be exempted from the provisions of Settlement specified in this Sub-Section. The financial
Settlements of such transactions in securities shall be conducted directly between the concerned
Brokers without the Center’s intervention unless the Board of Directors decides otherwise.

The concerned Trading Day (T) shall not be determined in the time calculations referred to in this
Section.
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Chapter Five

Transactions Excluded From Trading Through The Market

Article (103)

Article (104)

Article (105)

Article (106)

Article (107)

Article (108)

The Center shall effect the ownership transfer of transactions excluded from Trading in accordance
with these Instructions, including the following:

A-

B-
C-
D-

E-
F-
G-

A-

B-
C-

C-

Inheritance Transfers which includes the transfer of securities from a deceased’s Account to the
Accounts of his rightful inheritors and the inheritance division for securities by transferring the
securities registered in the Joint Account of the inheritors of a deceased to the Accounts of the
rightful inheritors of those securities.

Family transfers that occur between ascendants and descendants and between spouses.
Transfers for the purpose of dividing the joint ownership of securities

Donating securities to religious, charitable or social associations registered at the competent
authorities.

Wagf of securities whether charitable or descendentiary.

Securities contained in wills.

Transfers that occur in accordance with the Law of the Government’s Acquisition of Monies
that Reach Limitation.

Transfers in accordance with decisions of courts and execution departments.

The concerned party or their legal representative for transactions exempted from Trading
though the Market shall submit an application to transfer the concerned securities and provide
the following documents as the case may be:

1. The identification documents of the transferor and the transferee.

2. The identification documents for the deceased and the inheritors. If it is not possible to
present an identification document for the deceased, then the death certificate will
suffice.

3. The inheritance deed issued by the competent authorities for inheritance transfers.

4. A certificate of securities ownership or a written document issued before one month,
maximum, from the date of the transfer from the concerned issuing entity that proves the
deceased’s ownership of non-deposited securities that are to be transferred and that said
securities are not subject to any pledge or lien.

5. Any documents and information required by the Center or required by the laws and by-
laws in force.

The transfer application shall be signed in the presence of authorized personnel at the Center.

The concerned person or the legal representative shall provide the identification documents

referred to in Paragraph (A), above, duly authenticated.

The securities of the deceased shall be distributed to the inheritors in accordance with the
inheritance shares specified in the inheritance deed.

The number of securities and its fractions representing the Trading unit in the inheritors’ shares
shall be rounded (if available) based on the assignment of one of the inheritors or more. If the
assignment is made based on a Power of Attorney, then the Power of Attorney shall expressly
specify that the designated agent is expressly entitled to assign.

The signature on the assignment of fractions or any number of securities shall be executed in
the presence of authorized personnel at the Center or any other official competent entity.

It shall be prohibited to transfer securities from the deceased’s account to a Joint Account in the name
of the deceased’s inheritors unless it is not possible to provide the Center with valid identification
documents for all the inheritors.

Any disposal of the deceased’s securities before executing an inheritance transfer shall be prohibited
with the exception of the disposal by virtue of a decision from the officially competent authorities.

The Center shall:-

A-

B-
C-
D-

Identify the deceased and the inheritors in accordance with the identification documents
submitted to the Center and provide the inheritors with copies of the identification notice.
Distribute the securities owned by the deceased and calculate the share of each.

Transfer the securities from the deceased’s Account to the Account of the inheritors.

Provide the inheritors with documents that illustrate the completion of the transfer of deposited
securities.
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Article (109)

Article (110)

Article (111)

Article (112)

Article (113)

The concerned transferor or the transferor’s legal representative shall submit an application to transfer
the concerned securities from the transferor’s Account to the Account of the transferee in accordance
with the designated form attached to the following identification documents:

1.
2.

A-

Identification documents for the transferor and the transferee.

The certificate of securities ownership or a written document issued within one month,
maximum, from the date of the transfer from the concerned issuing entity that proves the
transferor’s ownership of non-deposited securities that are to be transferred and that these
securities are not subject to any pledge or lien.

The Center Number for the transferor and the transferee.

Any documents and information required by the Center.

The Center shall identify the transferor and the transferee and establish Accounts for the them
in the Center’s electronic systems unless the concerned transferor and transferee are previously
identified in the Center’s Database and provide them with the identification notice.

The Center shall transfer the ownership of securities from the transferor’s Account to the
transferee’s Account.

The Center shall provide the transferor and the transferee with documents that illustrate the
completion of the ownership transfer of deposited securities.

The Center shall conduct the transfer of securities between Accounts in accordance with these

Instruction including:

1. Transfer of the ownership of securities from a Joint Account to an Independent Account
or more subject to the Independent Account being an element of the Joint Account.

2. Transfer of the ownership of securities from a Margin Account to an Independent
Account subject to the Independent Account being an element of the Margin Account.

3. Transfer of the ownership of securities from an Independent Account to a Margin
Account subject to the security being subject to margin financing.

4. The Center may suspend the transfers referred to in Sub-Paragraphs (2) and (3) of this
Article for the deposited security.

The ownership transfer of securities between Accounts through the Center shall be in

accordance with the following:-

1. The transferor and the transferee or the legal representatives of the transferor and the
transferee shall submit an application to transfer the concerned securities attached to the
identification documents of the transferor and the transferee in addition to the Center
number for the concerned transferor and transferee and the certificate of securities
ownership or a written document issued before one month, maximum, from the date of
the transfer from the concerned issuing entity that proves the concerned person’s
ownership of non-deposited securities that are to be distributed and that these securities
are not subject to any pledge or lien.

2. The financial Settlements between the transferor and the transferee shall be conducted
directly between them without the intervention of the Center.

The Chief Executive Officer, or whomever he authorizes, shall take the necessary measure to execute
any decisions issued by the courts, execution departments or any official entities with regard to the
transfer of securities’ ownership.

The Center shall issue statements of Transfer Contracts for non-deposited securities which shall be
stamped and signed by the Chief Executive Officer or whomever he authorizes in writing and deliver
said statements to the concerned securities’ Issuers in exchange for signature of receipt.
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Chapter Six

Transfer of Ownership of “Non-Traded Securities”

Article (114)

Article (115)

Article (116)

The Center shall conduct the transfer of ownership of “non-Traded securities” in accordance with
these Instructions, including:

A-  Transfer of securities suspended from listing.

B-  Transfer of securities suspended from dealing.

C-  Transfers of non-listed and non-Traded securities through the Market.

The transfer of ownership of non-Traded securities through the Center shall be conducted in

accordance with the following measures:

A-  The transferor and the transferee or the legal representatives of the transferor and the transferee
shall submit an application according to the designated form to transfer the concerned securities
from the transferor to the transferee. The application must be signed by the transferor and the
transferee or the legal representatives of the transferor and the transferee and attached to all the
identification documents and papers and the certificate of ownership or a written documents
issued before one month before, maximum, the date of the transfer from the concerned issuing
entity that proves the concerned person’s’s ownership of non-deposited securities that are to be
transferred and that said securities are not subject to any pledge or lien.

B-  The Center shall identify the transferor and the transferee in the Center’s electronic systems.

C-  The Center shall insure that the balance of sold securities is sufficient to accommodate the
transfer and that the securities involved are not subject to any pledge, lien or any ownership
restrictions whatsoever in the account of the transferor.

D-  The Center shall transfer the ownership of securities from the transferor’s Account to the
transferee’s Account and shall inform the concerned parties of the transfer.

E-  The financial Settlements between the transferor and the transferee shall be conducted directly
between them without the intervention of the Center.

The Center shall issue statements of Transfer Contracts for non-deposited securities which shall be
stamped and signed by the Chief Executive Officer or whomever he authorizes in writing and deliver
such statements to the concerned Issuers of the concerned securities in exchange for signature of
receipt.
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Article (117)

Article (118)

Article (119)

Article (120)

Article (121)

Article (122)

Chapter Seven
Ownership Restriction On Securities

Ownership restrictions on deposited securities include the following:-

A-
B-
C-

A-
B-
C-

Pledge.
Lien.
Freeze.

Upon depositing any securities, the Issuer shall inform the Center in writing of the existence of
any ownership restriction upon those securities.

Upon depositing securities, the Center shall authenticate ownership restrictions on those
securities in its registers.

The ownership restrictions referred to in Paragraph (A) of this Article shall remain
atthenticated-valid and in force in the Center’s registers until the Issuer requests the Center to
release such restrictions in writing.

The Issuer shall bear the responsibility resulting from the placement and release of ownership
restrictions in accordance with Paragraphs (A) and (B) of this Article.

The relationship shall be directly between the pledgor, pledgee or the entity that imposed the
lien and the Issuer in relation to the release of ownership restrictions referred to in this Article.
The Issuer shall maintain all the documents supporting the ownership restrictions referred to in
this Article, including original pledge deeds or lien letters or decisions.

Only securities deposited at the Center shall be subject to pledge.

The pledge of deposited securities shall be of the first degree-rank only.

The Center shall enforce the ownership restrictions on deposited securities only after their
deposit and in accordance with the documents submitted to the Center and in accordance with
the measures specified in these Instructions in exchange for the determined service charges or
fees.

The pledge shall not be effective unless registered and authenticated in the registers of the
owners of deposited securities at the Center.

It shall not be permitted to pledge the securities owned by a minor unless an authorization is
obtained from the competent court.

The Issuer shall remain responsible for enforcing ownership restrictions in its registers by virtue
of court decisions, execution departments and official related entities for non-deposited
securities and until their deposit at the Center.

The Issuer shall not be permitted to authenticate the pledge restriction on any non-deposited
securities if any number of the securities are deposited at the Center.

The Issuer shall remain responsible for the pledges imposed on non-deposited securities and the
release of such pledges.

The pledge shall be imposed on deposited securities by the Center in accordance with the following
measures:-

A-

B-
C-

The pledge of deposited securities request shall be submitted by the pledgor to the Center
subject to being signed by the pledgor and the pledgee in accordance with the designated form
and shall include the following minimum information and data:

The full name of the pledgor.

The Center Number of the pledgor.

The full name of the pledgee.

The Center Number of the pledgee.

The name of the security to be pledged.

The number or face value of deposited securities to be pledged.

The concerned party shall pay the determined service charges or fees.

The Center shall ascertain the balance of deposited securities in the Account of the pledgor and
in case the balance is sufficient, the Center shall place the pledge on the securities in the
Account related to its owner. The Center will inform all the concerned parties of the actions
taken to place the pledge.

S swN R

The Center shall release the pledge on the deposited securities after the submission of the
application to release the pledge on securities by the pledgee in accordance with the form
designated for this purpose. The application shall, at a minimum, include the following
information and data:
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Article (123)

Article (124)

Article (125)

Article (126)

Article (127)

Article (128)

Article (129)

The full name of the pledgor.

The Center number of the pledgor.

The full name of the pledgee.

The Center number of the pledgee.

The name of the security from which the pledge will be released.

The number of securities from which the pledge will be released.

B- The concerned party shall pay the determined service charges and fees.

C-  The Center shall release the pledge on deposited securities in its registers and inform the
concerned parties of the actions taken to release the pledge.

oA wN R

A- In case of a stock split on pledged securities, the pledge shall be authenticated on the securities
that result from the split.

B- In case of the decrease of the number of deposited securities as a result of a decrease of the
Issuer’s capital, the pledged securities shall be decreased according to the same percentage. The
Center shall inform the pledgor and the pledgee of the decrease at their addresses registered
with the Center.

C-  The pledge shall be authenticated on stock dividends unless the pledge deed states otherwise.

Ownership restrictions on deposited securities that have been dully authenticated shall be released
against the concerned Accounts subsequent to the Center receiving authorized release documentation.

It shall not be permitted to transfer deposited securities that are subject to an ownership restriction,
transfer the ownership of such securities or conduct any transaction thereto unless the ownership
restriction is released in the Center’s registers.

A-  The lien decision shall contain the following:-
1. The following data and information concerning the owner of the security:

A-  The full name of the owner of the security in accordance with his/her identification
documents for a natural person or the certificate of registration at the competent
authorities for a judicial person.

B-  The Center Number of the owner of the security.

C- The nationality.

D-  The name of the mother (for a natural person).

E-  The date of birth (for a natural person).

2. The number of securities to be subject to the pledge, the Issuer’s name and type of
security.
B-  If the lien decision does not contain the information and data required by Paragraph (A) of this
Article, the Center shall inform the entities that are attempting to place the lien of the measures
taken by the Center without holding the Center responsible thereto.

If a number of shareholders exist in the Center’s Database that are similar in their names or data to the
name in the lien decision, the lien shall be initially imposed on the deposited securities of all those
shareholders until making enquires, on the same Day, of the entity that imposed the lien as to the
identity of the the person whose securities are to be subject to the lien.

A-  The Center shall place the lien on deposited securities in its registers on the date of the Center’s
receipt of the lien decision unless it is proven that the ownership of those deposited securities
has been transferred before that date.

B-  The Issuer shall place a lien or release a lien on non-deposited securities and inform the entities
concerned of the actions taken by the Issuer.

Upon the Center receiving the lien decision from the official competent entities, the Center shall

undertake the following measures after the completion of the transfer of ownership of securities

measures for the Day on which the lien decision was received:

A-  Ascertain that the owner of the securities to be subject to the lien is identified in the Center’s
Database.

B-  Ascertain that the person whose securities to be subject to the lien owns the deposited securities
according to the Center’s records.

C-  Ifthe lien is imposed on the securities on the same Day as the sale of those securities by virtue
of a Trading Contract, the Trading Contract shall be considered effective between its parties.
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Article (130)

Article (131)

Article (132)

A-

If the lien decision does not clearly illustrate the securities to be subject to the lien, its type and
the name of the Issuer and the lien decision is limited to a certain amount, the lien shall be
imposed on securities whose value is equal to the amount stated in the lien decision on any
shareholding of the concerned person. The securities shall be calculated on the basis of the
market value of the security on the date of imposing the lien and if there is no market value then
it shall be calculated on the basis of the nominal value.

The following basis shall be utilized to execute the provisions of Paragraph (A) of this Article:-

1. The Center shall impose the lien on the Traded securities of the owner and if there are no
Traded securities owned by the concerned owner or those securities are insufficient to
cover the entire amount of the lien, the lien shall be imposed on the non-Traded securities
of the owner.

2. The securities to be subject to the lien shall be chosen according to the numerical
sequence of the companies adopted by the Center. The Center shall inform the entity that
imposed the lien of the measures undertaken by the Center and if any shareholdings are
subject to any ownership restrictions, the lien shall be imposed on the next shareholding.

3. If the free balance of the person is insufficient to accept the lien, the lien shall be
completed in accordance with the following sequence:

A-  The securities already subject to the lien with the exception of those securities
subject to the lien for members of the board of directors.

B-  Pledged securities.

C-  Securities already subject to a lien for the benefit of the membership of the board of
directors.

4, The Center shall not be responsible to any entity if the person whose securities are to be
the subject of the lien does not, on the date of the lien request submitted to the Center,
have any shareholdings that can be subject to such a lien or if those shareholdings are
insufficient to cover the entire amount of the lien required for any reason whatsoever.

The right of others in any deposited securities shall arise upon the authentication of this right in the
concerned securities Accounts.

Freezing securities shall mean the prevention of any disposal of securities, by any means
whatsoever, by virtue of the request of the securities” owner.

The owner of securities shall have the right to freeze the securities owned by the owner by
virtue of a written application submitted to the Center in accordance with the form designated
for this purpose.

The freezing of securities shall be imposed on deposited securities and available at the Center
only and after the payment of the determined service charges or fees.

The owner of securities that have been frozen in accordance with these Instructions shall not
dispose of those securities until the release of the freeze by the Center upon the request of the
concerned owner of the security.

The freezing status on securities shall be released by virtue of a written application submitted to
the Center by the security’s owner in accordance with the form designated for this purpose.
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Chapter Eight

Corporate Actions and General Assembly Meetings

Ar‘ticle (133)

Article (134)

Article (135)

Article (136)

Article (137)

Article (138)

Corporate actions for the purposes of implementing these Instructions shall, without limiting the
generality of the foregoing, -includeing the following:
A-  Increase or decrease in capital.
B-  Stock split and consolidation.
C-  Merger.
A change in the name of the Issuer.

A-  If the Issuer decides to make any amendment to the securities issued by it in any of the methods
specified in Article (133) of these Instructions, the Center must be informed in writing. The
Issuer’s written notification to the Center must be received by the Center a minimum of ten 10
Days at least prior to the effective date of the corporate action and is required to contain:

1. The amendments to be implemented.
2. The closing date of the shareholders’ registers for the amendments.
3. The effective date of the amendments.
B-  The Issuer shall pay all the applicable service charges as determined by the Center.

The Center shall provide the Issuer with a shareholders statement which contains the names of the
owners of deposited securities and the number of securities owned by each shareholder and any details
that the security’s Issuer wishes to obtains as ofn the date of the closing of the shareholders’ register.

The Center shall make the necessary changes to the securities registered with the Center and the
accounts of the owners of securities whether at the Center or under the jurisdiction of any of its
Members by virtue of the Corporate Actions referred to in Article (133) of these Instructions.

A public shareholding company shall inform the Center of the date of the General Assembly Meeting
fifteen 15 Days before the meeting date by means of a written letter which is required to include the
following:

A-  The date of the General Assembly Meeting.

B-  The date of the closing of the shareholders’ register.

The Center shall prepare the shareholders’ register for deposited securities and provide it to the Issuer
as on the date required by the Issuer.



Chapter Nine

General Provisions

Article (139)

Article (140)

Article (141)

Article (142)

Article (143)

Article (144)

Article (145)

Article (146)

Article (147)

Article (148)

A security shall be considered deposited in accordance with these Instructions upon the deposit of any
part of the security issue at the Center.

Brokers shall submit to the Center the following daily statements in accordance with the designated

forms on the specified dates unless the Center decides otherwise:

A-  Detailed statements for buying and selling transactions executed through the Broker. Each
statement to be signed and stamped by the Broker.

B- A commission statement for buying and selling transactions executed through it. Each
statement to be signed and stamped by the Market.

A-  The Center’s Members shall be in approval and in agreement with the use of the electronic
means adopted at the Center since its establishment.

B- The Center shall be considered the entity authorized to authenticate information, data,
transactions and correspondences that occur through the electronic means used by it.

The Members shall abide by the by-laws and instructions issued by the Center. The Center shall have
the right to inspect its Members in matters related to the operation of the Center. The Members shall
facilitate the task of the Center’s personnel authorized to conduct inspections and provide the Center’s
authorized personnel with the documents and information that are deemed suitable to the perform of
any such inspection.

This provision could be moved to the Membership By-Law.

If the Issuer violates any of its obligations in accordance with the by-laws, instructions and procedures
issued by the Center, the Center may take the necessary measures including the suspension of services
provided to that Issuer with the approval of the Commission. The Center may also request the
Commission to suspend Trading in any of the securities issued by #tsuch Issuer.

The Member shall inform the Center of any information or data necessary to execute any record in the
Center’s registers upon its occurrence.

The Center shall have the right to suspend any of the services it provides to a Member in the case
where a Member defaults on the fulfillment of any obligations that result or may result by virtue of the
by-laws, instructions and decisions issued by the Center, including the non-fulfillment of any of the
Member’s financial obligations to the Center.
Move to Membership By-Law to avoid duplication.
A-  The Market shall notify the Center in writing and before the listing or re-listing of any security
to ascertain that the Issuer of that security has fulfilled all the requirements of the Center.
B-  The Market shall provide the Center with the required information and data, especially:
1. The date of the listing of any new securities.
2. The date of the listing of any additional securities for existing companies.
3. The date of transferring securities between different markets.
4 The securities that will be sold at public auction in the Market and the date of the
execution of such a sale.
5. New Brokers that will be permitted to perform brokerage activities in the Market.

A- The Board of Directors, upon the recommendation of the Chief Executive Officer, in
accordance with circumstances that the Chief Executive Officer deems appropriate, may change
and amend the times specified in these Instructions from time to time. The Center shall notify
the Commission, the Market and all the concerned entities of such changes.

B-  The Chief Executive Officer in emergency cases may amend or change the times specified in
these Instructions for a specific period of time. All related entities shall be informed
accordingly.

It shall be prohibited to execute any transfer or change of ownership to securities if said securities are
subject to pledge, lien or any ownership restriction.



Article (149)

Article (150)

Article (151)

Article (152)

Article (153)

Article (154)

If a Broker’s or Custodian’s systems communication with the Center’s electronic system is interrupted
for any reason, it may use the back-up computers assigned by the Center for emergency use for the
purpose of the continuation of the operation of a Broker or Custodian.

The Members shall adjust their situation in accordance with these Instructions including depositing
securities by virtue of the decisions issued by the Board of Directors for this purpose.

The following identification documents shall be acceptable to the Center subject to the documents

being valid:-

A-  The personal card, the passport and the family book containing the national identification
numbers and issued by the Civil Status and Passport Departments in the Kingdom for a
Jordanian natural person.

B-  Certificate of Registration at the official competent authorities for the Jordanian judicial entity.

C-  The passport for a non-Jordanian person.

D-  The certificate of registration for the non-Jordanian judicial person duly certified.

A-  The Center shall register non-Jordanian securities in accordance with the provisions of these
Instructions and the agreements signed in relation thereto subject to those securities being
registered at the Commission.

B-  The Center shall conduct Clearing and Settlement for Trading Contracts executed in the Market

for non-Jordanian securities in accordance with these Instructions.

The Instructions on the Registration, Transfer of ownership of Securities and Price Settlement for the
Year 2002 issued with the approval of the Board of Commissioners of the Securities Commission on
1/7/2002 shall be deemed repealed upon these Instructions becoming effective.

The Board of Directors shall issue the necessary decisions to execute these Instructions.



Appendix F. Detailed Comments - Settlement Guarantee Fund for 2000

The Internal By-Law of the Settlement Guarantee Fund for the Year 2004

Issued Pursuant to Article (90) of the Securities Law No. (76) for the Year

2002

Article (1)

Article (2)

Article (3)

Article (4)

Article (5)

This By-Law shall be called the “Internal By-Law if the Settlement Guarantee Fund for the Year
2004” and shall come into effect as of the date specified by the Board.

A-

C-

The following words and expressions used in this By-Law shall have the meanings ascribed
thereto hereunder unless the context indicates otherwise:-
Most of the following deflnltlons are duplicated in all Center documentation.

The Commission : The Securities Commission.

The Board : The Board of Commissioners of the Commission.

The Center : The Securities Depository Center.

The Fund’s Board of : The Center’s Board of Directors.

Directors

The Executive Manager . The Center’s Executive Manager

The Market/Stock Exchange : The Amman Stock Exchange or any trading market in
securities licensed by the Commission.

The Broker ;. The juristic person licensed as a financial broker or dealer.

Settlement : The process by which a trading contract is completed with

the final, unconditional transfer of securities from the seller to
the buyer and the final settlement of price payments in their

respect.

Settlement Bank . The bank assigned by the Center for the purposes of receipt
and price payment of securities.

Settlement Account . The bank account that the Center opens in its name at the

Settlement Bank and which is used for the receipt and price
payment of securities.
The Fund : The Settlement Guarantee Fund.
Trading . Selling or buying securities.
The words and expressions not defined in this By-Law shall have the meanings assigned to
them in the Securities Law in force, the by-laws and instructions issued pursuant thereto.

A fund known as (The Settlement Guarantee Fund) shall be established at the

Center, and shall have a legal personality with financial autonomy, as such it may own and
dispose of moveable and immoveable properties and perform all necessary legal actions to
achieve its objectives including entering into contracts and agreements. It has the right to

litigate and may authorize a lawyer to act on its behalf in legal proceedings.
The Fund shall be managed by the Fund’s Board of Directors and the Executive Manager in

accordance with this By-Law.

The Executive Manager shall manage all the administrative, financial and technical affairs of
the Fund. He is responsible before the Fund’s Board of Directors.

In particular, the Fund shall have as its objectives the following:

A-
B-

A-

Covering the cash deficit of a Fund member in connection with their purchases of securities;
Covering the deficits in the securities account of a Fund member in connection with sales of
securities on the Stock Exchange.

Trading contracts of which financial settlements are conducted directly between the concerned
Brokers in accordance with the instructions issued by the Center shall be exempted from the
provisions of this By-Law.

We understand this exception is to address the fact such settlements take place outside SDC



B-

The Center shall authenticate the ownership of securities subject to the trading
contracts referred to in Paragraph (A) of this Article.

We understand a custodian default is not covered because custodians are not
part of the clearing and settlement system.

Article (6) The Brokers, members of the Center, shall be deemed de jure members of the Fund.

Article (7) A-

Article (8) A-

The Broker’s obligations towards the Fund shall be as follows:-

1. (250) Two hundred and fifty Dinars association fee and for one time only.

2. (350) Three hundred and fifty Dinars annual subscription fee.

3. An un-nen-—conditional and transferable bank guarantee in the form accepted by the
Fund’s Board of Directors in the amount specified in accordance with this By-Law
subject to the bank guarantee being payable upon request.

Having transferable guarantees would enable SDC to pledge or transfer guarantees to
its banker who could then advance SDC funds, under a simpler procedure than
drawing on aletter of guarantee at a defaulting Member’s bank.

4. A cash contribution in accordance with the provisions of this By-Law.

The Broker shall provide the bank guarantee and pay the cash contribution, referred to in

Paragraph (A) of this Article, upon its membership at the Center being accepted.

While membership is mandatory under Article 6, it appears to be subject to Board approval.

The Fund’s Board of Directors may approve the substitution of the bank guarantee referred to

in Paragraph (A/3) of this Article with any other guarantee accepted by the Fund’s Board of

Directors and in accordance with the conditions specified by it.

All acceptable forms of guarantee should be set forth and described in this by-law. No

substitutions should be allowed, unless the accepted instrument is one of those described in

the By-laws.

The bank guarantee that the Broker should provide to the order of the Fund shall be calculated
on the basis of the average net amounts due to be paid by the Broker in favour of the settlement
as a result of its securities trading transactions through the Market for a period of twelve months
with a minimum of (50,000) fifty thousand Dinars in accordance with the following formula:-

Amount of the bank guarantee (G): (A x P) x S= (50,000) Dinars

Where A: is the daily average of the net amounts due to be paid by the Broker in favour of the
settlement for twelve ? months.

P: is the percentage of days that the Broker had to pay amounts in favour of the settlement and
is calculated by dividing the number of days that the broker had to pay amounts in favour of the
settlement by the number of trading days within the period of twelve months.

S: is the number of days of the settlement period.

The cash contribution that the Broker should pay to the Fund shall be calculated on the basis of
the net amounts due to be paid by the Broker in favour of the settlement as a result of trading in
securities through the Market for the last month with a minimum of (25,000) twenty five
thousand Dinars in accordance with the following formula:-

The cash contribution amount = { X x Y x S} - G = (25,000) Dinars.

Where X: is the daily average net amounts to be paid by the Broker in favour of the settlement
for the last month.

Y: is the percentage of days that the broker had to pay amounts for settlement for the last month
and is calculated by dividing the number of days of the month in which the broker had to pay
amounts in favour of the settlement by the number of trading days in that month.

S: is the number of days of the settlement period.-ef-settlement:

G: represents the amount of the bank guarantee calculated in accordance with the provision of
Paragraph (A) of this Article.

The trading contracts referred to in Article (5) of this By-Law shall be exempted from the net
amounts due to be paid by the Broker in favour of the settlement referred to in Paragraphs (A)
and (B) of this Article.

The amount of the bank guarantee and the cash contribution shall be rounded up to the next

caleulated-in-increase-to-the-appreximate-(1,000) one thousand Dinars.



Article (9)

Article (10)

Article (11)

Aurticle (12)

®© »

The amounts referred to in Paragraph (B) of this Article shall be credited to the cash
contribution account of the concerned Broker.

The cash contribution amount for each Broker shall be re-calculated every month.

If the cash contribution amount calculated in accordance with Paragraph (A) of this Article is
more than the amount of the Broker’s cash contribution in the Fund, the Broker shall pay the
amount that represents the difference within three business days from the date of receipt of the
Center’s claim to that effect; otherwise, the Center shall:

1 Inform the Commission and give notice to the Market to suspend the
Broker from trading.
2. Suspend the services provided by the Center to the concerned Broker.

If the cash contribution amount calculated in accordance with Paragraph (A) of
this Article is less than the amount of the Broker’s cash contribution in the
Fund, the Fund shall reimburse the difference to the Broker, if requested by it,
within ten three—business days, provided the Broker has fulfilled all its
obligations pursuant to the Center’s by-laws.

[SDC should ensure all Member’s obligations are fulfilled prior to refunding
Member any excess contribution, and allow itself a reasonable period of 10
days to do so.]

The bank guarantee amount for all Brokers shall be re-calculated every twelve months.

If the amount of the bank guarantee calculated in accordance with Paragraph
(A) of this Article is more than the amount of the guarantee provided by the
Broker to the order of the Fund, the Broker shall provide a guarantee for the
new amount within five business days from the date of receipt of the Fund’s
claim to that effect, otherwise the Center shall:

1 Inform the Commission and give notice to the Market to suspend the
Broker from trading.
2. Suspend the services provided by the Center to the concerned Broker.

If the amount of the bank guarantee calculated in accordance with Paragraph
(A) of this Article is less than the amount of the bank guarantee provided by the
Broker to the order of the Fund, the Broker may keep the guarantee provided
for the order of the Fund or substitute it with a new guarantee for the new
amount.

The guarantees that should be provided by a new Broker, upon its membership at the
Center being accepted, are calculated as follows:-

A-
B-

Cash contribution equal to the least cash contribution provided by any Broker.
Bank guarantee equal to the least bank guarantee provided to the Fund.

The Fund’s Board of Directors, at its own initiative or upon the recommendation of
the Executive Manager, may:

[The By-Laws cannot limit the powers of the Board of Directors to act on their
own initiative]

A-

B-

C-

Change, with the approval of the Board, the formula or method of calculation of
the cash contribution and the bank guarantee specified in this By-Law.
Re-—calculate the cash contribution amount and the bank guarantee amount
referred to in this By-Law for any Broker at any time.

Change the formula or method of calculation of the cash contribution and the
bank guarantee amount if the Broker fails to fulfill any of its obligations for
settlement that result of trading transactions through the Market.



Article (13)

A-

If the Broker does not pay the due cash amounts to the Settlement Account

within the period specified on settlement date, then the Broker is considered in

breach of its obligations and the Fund shall substitute the Broker to fulfill those

obligations where the Executive Manager shall undertake the following

measures:

[We would suggest adding details to the existing provision to ensure “dues

process” is followed:

1 Notify the broker of its default and details thereof, and require

immediate payment;

Failing such immediate payment, suspend the services provided by the

Center to the concerned Broker;Fransferthe-amountthat the Broker-did

notpay-from-the-Fund’s-accountto-the Settlement-Account:

32. Inform the Commission and give notice to the Market to suspend the
Broker from trading;-

43.  transfer the amount that the Broker did not pay from the Fund’s

account to the Settlement Account;

transfer the Securities purchased, to the account of the Center for

6. realization;

freeze the Securities account of the Broker, for realization or until

such time as all of the Broker’s obligations have been met; and

2.

74. Request the concerned Broker to pay all the due cash amounts to the
benefit of the Fund including the delay charges and any expenses or
costs incurred by the Fund as a result of that.

If the amount that the Fund paid on behalf of the Broker in accordance with

Paragraph (A) of this Article equals or is less than the cash contribution of the

Broker in the Fund, the total amount shall be debited from that Broker’s

account in the Fund.

If the amount that the Fund paid on behalf of the Broker in accordance with

Paragraph (A) of this Article is less than the cash contribution and the bank

guarantee and is more than the cash contribution of that Broker in the Fund, the

Fund shall take the following measures:

Note: these measures are cumbersome and restrict the Center’s ability to
efficiently, and in no time, take appropriate measures. The Fund should have
entire discretion as to what combination of cash contributions/guarantees it
may use, and from any account: it could use the defaulter’s cash
contributions, if sufficient, or any other Member’s cash in order to reduce the
number of required operations and to timely effect settlement.

The entire Fund is there to effect timely settlement: management should not
be restricted to determine sufficiency and appropriateness and link
contribution specific to the defaulter, and be required to make numerous
operations in sequence.

Management should only have to make one operation, select any one single
contribution that will cover the entire default, and reimburse the contributor
as soon as possible. The most important is for SDC to have the full ability and
necessary means to fulfill its mandate and make settlement on time, without
any disruption and at minimal costs to its Members..



Article (14)

A-

1 Debit the entire cash contribution balance of the concerned Broker.

2. Take all the necessary and immediate measures to liquidate the bank
guarantee of the concerned Broker who defaulted on payment.

If the amount that the Fund paid on behalf of the Broker in accordance with

Paragraph (A) of this Article is more than the Broker’s cash contribution and

bank guarantee, the Fund shall take the following measures:

1 Debit the entire cash contribution balance of the concerned Broker.

2. Take all the necessary and immediate measures to liquidate the bank

guarantee of the concerned Broker.
See comment above. This risks taking too much time. Instead of this
step and tehe next one in Article (13) D- 3, the Fund should have the
ability to cover the remainder of the loss from other contributions to
the Fund of non-defaulting members. The Fund would recover these
contributions from the sale of the unpaid securities and reimburse the
non-defaulting Members’ contributions.

3. The Fund will ownpessess the bought securities whose value has not

been paid for by the Broker with a percentage equaling with a
percentage equaling 120% of the amount that exceeds the total of the
Broker’s cash contribution and the bank guarantee provided by it.
It should not be restricted to 120%. The value of such securities may
be less on the market on that day. The Fund should have a pledge on
all Broker securities, paid and unpaid, and can sell all of them until
the full amount of the loss is made good.

The Center may—+mpesehas a lien on the securities ewned-held for the by

concerned Broker for the benefit of the Fund.

The specific steps taken to perfect this lien should be specified here. SDC

should also have a lien on any funds to the credit of the Member. This, eand

the effectiveness of the lien, are particularly important in a situation of

Member bankruptcy.

If a deficit occurs in the sold securities, the concerned Broker shall correct the

reasons of the deficit within (T+1).

If the concerned Broker does not cover the deficit in the securities within the

specified period referred to in Paragraph (A) of this Article, the Fund shall

substitute that broker and on its behalf shall take the necessary measures to
purchase the securities in deficit outside the Market in accordance with the
following:-

1 The Fund shall notify the Brokers through the Center’s electronic
systems of its desire to buy the number of securities in deficit and the
Fund shall specify in its purchase request the date of settlement for the
purchase transaction.

2. The Brokers shall present their offers through the Center’s electronic
systems to sell the securities referred to in Sub-Paragraph (1) of this
Paragraph where the Broker shall specify in its sale offer the Center’s
Number of the client wishing to sell, the client’s name, account number
assigned by the Broker and the price on which it wishes to execute the
sale.



Article (15)

Article (16)

3. In order for the Broker to submit the sale offer referred to in Sub-
Paragraph (2) of this Paragraph, its client must own the concerned
securities in the client’s account maintained by the Broker with those
securities not being subject to any pledge, lien or ownership restriction
that prevents its disposal and the Broker must have an authorization
from its client to sell those securities.

4. The Center shall buy the specified number of securities by choosing the
least offered prices and the concerned Brokers shall be informed of that.
5. The sale and purchase transaction referred to in this Paragraph shall be

added to the trading transactions that will be settled on the settlement

date specified in Sub-Paragraph (1) of this Article and the Center shall

re-calculate the financial settlements of the concerned Brokers
If the Fund cannot cover the securities in deficit on behalf of the concerned
Broker within a maximum period of a week, the Center has, in this case, the
right to cancel the suspended trading contracts that resulted in the sale of
securities in deficit and reimburse the value of the bought securities to the
buying Broker on behalf of its client. The Fund shall reimburse the buying
client for this cancellation by (5%) of the market value of the securities in
deficit for each business day and with a maximum of (25%).

Cancellation of a trade should by all means be avoided: it is damaging to the
market and the reputation of the exchange, has an adverse effect on the
innocent party to a trade, can have a domino effect on third parties leading to
other failures in the settlement and financial system of the country, and
undermines investor confidence. A trade is a legal contract and must be
settled.

If it becomes a rule an innocent party is reimbursed an amount equal to a
mark-to-market price adjustment of the undelivered securities, then such a
substitution becomes a term and condition of a trade contract, and would not
likely constitute a trade cancellation.

Subject to the provisions of the by-laws and instructions in force, the concerned
Broker shall bear all the expenses and costs incurred by the Fund or the Center
pursuant to this Article.

There should be a heavy penalty for a buy-in — at least 50% added to the
amount owed by the defaulting broker, and the costs, payable to the SDC, in
addition to the purchase price. A penalty is meant to deter Members from
failing to deliver a security.

The Fund shall re-sell the securities that it possessed pursuant to this By-Law
through the Market and deposit the return of the sale in the Fund.

The Fund shall have the right to sell the securities owned by the Broker as a
guarantee for the fulfillment of all the Broker’s obligations to the Fund.

The Fund should have a lien on the proceeds from sale and revenues to the
Broker.

If the Fund pays any amount on behalf of its Broker members, the concerned
Broker shall pay that amount in addition to a delay charge of (1%) of the
amounts paid on its behalf for each day of delay and with a maximum of (50%)
of the paid amount.



Article (17)

Article (18)

Article (19)

Article (20)

Article (21)

Article (22)

The Broker shall pay the delay charge within three business days from the date
of receiving the Fund’s claim.

The Broker shall not have the right to resume its operations and trade in
securities unless it fulfills all its obligations to the Fund and the Center.

SDC may wish to consider whether a Member in default, suspended, or not in
good standing with the ASE or the JSC should be entitled to assist or vote at a
General Meeting of SDC.

After the Broker fulfills all its obligations to the Fund and the Center, the
Center shall decide whether to resume providing services to that Broker and
immediately inform the Commission and the Market.

The Center shall maintain the accounts and registers of the Fund which shall be
completely separated from the accounts and registers of the Center.

The authorized signatory on behalf of the Fund in financial matters shall be
determined by a decision of the Fund’s Board of Directors.

The Fund’s revenues shall consist of the following:-

The member’s association and annual subscription fees.

The Brokers’ contributions.

The Fund’s investment proceeds.

The delay charges.

Any grants or donations provided to the Fund with the approval of the
Board.

The funds of the Fund shall be invested as short-term deposits at banks and in
short term government securities.

The SDC’s prime concern in investing contributions is not return on
investment, but rather safety and liquidity.

a s~ wDdh e

Subject to the provision of Article (13) of this By-Law, the Fund’s liability for
covering any deficit is limited to the total cash contributions of the Brokers and
the bank guarantee of the concerned Broker.

The Fund’s funds are separate of the Center’s assets. The assets of the Center
shall not in any case be used to fulfill the settlement obligations on behalf of
any Broker.

The revenues of the Fund’s investments shall be calculated and credited
monthly in a special account in the Fund and shall be distributed at the end of
the year to the Brokers’ accounts, members of the Fund, each within its
percentage of cash contribution in the Fund after deducting the administrative
expenses and costs incurred by the Fund for the same period, provided at the
time of distribution the Broker has no outstanding obligation to the Fund or

to SDC.
The delay charges paid by the member in accordance with Article (16) shall be credited in a
special account in the Fund and shall not be distributed to the Brokers, members of the Fund.

The Fund’s Board of Directors shall appoint an external auditor and determine
its fee.



Article (23)

Article (24)

Article (25)

Article (26)

Article (27)

B-  The Executive Manager shall prepare an annual report which contains the
financial statements audited by the external auditor of the Fund and submit it to
the Fund’s Board of Directors for endorsement within a maximum period of
three months after the end of the fiscal year.

The Fund’s Board of Directors may conclude an insurance contract against the risks
that the Fund faces, aten the expense of the Fund,ard within the conditions it deems
suitable, provided such insurance is available at rates and premiums the Board
determines are commercially reasonable.

This is a good example of how Audit Committee members of the Board of
Directors could assist the SDC Board in obtaining and analyzing relevant
information, considering policies and coverage, and providing its recommendation
to the SDC Board to assist it in making such a determination. -

The Broker, after thirty days of the termination of its membership at the Center and

after ascertaining that all its transactions have been settled and all its obligations to

the Fund and the Center have been fulfilled, shall have the right to:

A- Recover the balance of its cash contribution in addition to the net revenues to
that date.

B- Recover the bank guarantee.

The Brokers, members of the Fund, shall make adjustment to their status and fulfill
their obligations to the Fund in accordance with this By-Law pursuant to the
decisions of the Fund’s Board of Directors in this regard.

In case the Fund is liquidated, the funds in the Fund shall be returned to the Brokers
each within its contribution and after deducting all expenses and financial
obligations of the Fund.

The Board of Directors may issue the necessary bases and decisions to implement this By-Law.

The Fund should have the ability to pledge the funds and letters of guarantee to its banks, in order
to obtain immediate financing without having the obligation to cash the letters of guarantee or effect
withdrawals.



